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PPG produces a wide variety of products for the booming boating industry: fiber glass and 
plastics for hulls, seats and steering wheels; glass for windshields; marine paints, varnishes 
and enamels for boats and engines; chemicals to refine marine fuels and lubricants. 


PPG products help boating 
join the ranks of big business 3 


The facts speak for themselves. Last year’s retail 
marine sales hit $2,085,000,000. One of every 28 
Americans owned a boat. This year, another 
500,000 will become amateur yachtsmen. 

Many of the new boats will be made of Fiber 
Glass and Selectron® resins produced by PPG. 
The boating industry uses great quantities of 
these materials. In 1958, boat construction and 
repair consumed 36,900,000 pounds of fiber 
glass alone. 


Boating is only one of the many industries 
whose growth has been accelerated by new de- 
velopments from PPG. Research into the new 
and better—in fiber glass, plastics, paint, chem- 
icals and glass—is a continuing program at 
PPG. You see the results in today’s ships, autos, 
buses, planes and trains . . . in homes, schools, 
factories and stores. . . in food, steel, rubber and 
textiles. There’s hardly an industry or market 
that doesn’t use products of PPG. 


PPG benefits your living in countless ways 
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Traveling Analysts Make History 


When the New York Society of Security Analysts left 
the United States, a few weeks ago, on a flying 22-day 
visit to 30 companies in five European countries, few 
of them thought of their travels in terms of a history- 
making epoch. 

Yet, it was actually just that! 

And we'll prophesy (largely on the basis of the de- 
tailed information about the trip in this issue of The 
Journal) that these Analysts set a pattern for their fel- 
low Analysts who will embark on similar trips in sub- 
sequent years. 

Moreover, our prophecy is buttressed by a forecast 
made by Pierre Sellier, president of the Syndic des 
Agents de Change de la Bourse de Paris (the Paris 
Stock Exchange). He told the Analysts that “it is 
your function to look into the future, to be pioneers 
and guides.” 

And as a guide for the 5 articles about this highly 
successful trip, Ralph A. Rotnem, president of the 
New York Analysts, has written an interesting preface, 
page 9. To this we can only add, after having talked 
with the journeying Analysts, that all were equally sur- 
prised and delighted by the reception accorded them 
by the 30 European companies. 

But more than good fellowship and the social ameni- 
ties accrued, as many corporate officials divulged finan- 
cial information in such a heretofore unprecedented 
manner that The London Times expressed both ad- 
miration and astonishment. 

And if it were feasible to assemble all the favorable 
editorial comment from the press of Great Britain, 


JULY 1959 


NUMBER 3 


France, Italy, West Germany and The Netherlands 
(we’ve seen only a portion), about this epoch-making 
trip of the New York Analysts, we’ll wager that we'd 
be even more pleased and astonished ourselves. 

Meanwhile, our traveling Analyst authors have cap- 
tured the true spirit of the trip and made plain its 
current and long-range significance. 
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It's Our New Look’ 


If The Analysts Journal looks a bit different this 
month .. . well, it is! 

Our Printer, who has a penchant for fashionable 
stream-lined body types, has just presented us with a 
new “dress’”—font, or type face, if you will. 

And, like other new “dresses” which receive Euro- 
pean inspiration, our new body type—known as Times 
Roman — was originally designed for The Times of 
London. It has a very distinctive periodical face. In 
fact, our newly-imported look has already won wide 
acclaim in the better reading circles abroad. But, unlike 
some “new look” creations, ours is strictly functional, 
from the letter “A” to the letter “Z.”’ Furthermore, it 
will remain au courant for years and years to come. 

And ah! Note the cleaner sweep. Note the flattering 
lines. Finally, and most important of all, note that it is 
easier on the eyes. 

Oh yes, our new body type (as a European couturier 
might say) “keeps its original beauty rain or shine.” 
Hope you like it. Meanwhile, we’ll doff our chapeaux 
to the Printer. 
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Atlas missile, built by Convair (Astronautics) Division of General Dynamics Corporation as prime contractor. 


RCA ELECTRONICS 
CUTS DOWN 
THE C 
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To our missile experts, “is it ready” is al- 
most as important as “how far can it go.” 
For retaliatory power, missile crews must 
be able to launch a maximum number of 
missiles in rapid fire order. 


America’s intercontinental ballistic mis- 
sile, the Atlas, had already proved itself 
for distance on a 5500-nautical-mile range. 
But checkout and launching took several 
hours. So the next step in turning the mis- 
sile into an operational weapon was to 
make it ready for quick action. RCA was 
selected to build an electronic system that 
would radically reduce the countdown 
time at the Atlas Operational Bases now 
under construction. 


Now, in a matter of minutes, this elabo- 
rate electronic system can determine if 
any part needs attention—or signals that 
the missile will be ready to go. 

This automatic checkout equipment 
and launch control system for the Atlas is 
one more of the many ways in which RCA 
Electronics works to strengthen our 
national defense. 


RADIO CORPORATION 
OF AMERICA 


LEADING THE WAY INTO THE FUTURE OF STEEL 
AT REPUBLIC STEELS NEW RESEARCH CENTER 


In a building that is a living example of the beauty 
and versatility of steel, Republic is taking giant steps 
in its efforts to reduce the unknowns in steelmaking. 
The new Republic Research Center at Independence, 
Ohio, a suburb of Cleveland, is a coordinating hub for 
the company’s many research laboratories scattered 
through its plants. It supplements Republic’s local 
efforts and cooperates when plant laboratories need 
additional work beyond the scope of their equipment. 


The building itself demonstrates, in a single 
gleaming unit, current uses of steel and new appli- 
cations which will undoubtedly become common- 
place in the future. 


The walls are Truscon’s Vision-Vent® with textured 
stainless steel panels. The panels are coated with blue 
porcelain enamel which is burnished to reveal a 
pattern of stainless stars. The panels are separated by 
strips of bright stainless. 


Inside the building are such practical applications 
of steel as movable interior walls; prefabricated flush 
doors; desks, counters, drawing tables of colorful 
plastic laminated to steel and ingeniously combining 
drawers from Republic’s Steel Kitchens and office files. 


The front building contains administration and 
laboratory facilities. The rear building is a 420 by 
160 foot development area. This is occupied by pilot- 
and laboratory-sized equipment capable of turning 
crude ore or scrap into finished bars and sheets of 
tomorrow’s still unavailable steels. 
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HEADED BY INTERNATIONALLY FAMED METALLURGIST, EARLE C. SMITH 


Director of the Research Center is Earle C. Smith, shown at the left 
with Peter Robertson, Republic Steel’s vice president in charge of 
research and planning. Dr. Smith is one of the few Americans 
to be nominated by the Verein Deutscher Eisenhittenleute to 
AUSWARTIGEN MITGLIED EHRENHALBER. 


Dr. Smith hopes to reduce substantially the number of unknowns 
in steelmaking, of which there are still many. His dream is shared 
by Irving Whitehouse, the Center’s assistant director. Whitehouse 
is dedicated to changing steelmaking from an art to a science. 
“The day will come before too long,” he says, “when the individual 
steel artist who still adds this-and-that by experience, will give way 
to scientists who will duplicate perfection by the ton.” 


New research lab opens up on a 30-30-30-10 formula 


‘ 


The new Research Center, dedicated officially this June, 
divides its budget: 30% for development projects expected 
to bear fruit in one to three years; 30% for exploratory 
projects expected to pay off in about five years; 30% for 
the ten-year type of experiment; 10% for pure science, work 
with no currently apparent application. 


This rare 10% is the most highly prized by many knowl- 
edgeable people. Republic foresees that this 10% may well 
be increased under its aggressive programming. 


THE FIRST 30 


Among the projects in the first 30% is the search for a coating for 
steels to be used in the underbody of automobiles. Current work 
includes testing of metallic and non-metallic coatings which can be 
applied to steel sheets, before fabrication by the auto makers. This 
would give the auto industry a better product. 


A project with extensive social benefits is under way to make indus- 
trial areas better living places, by developing waste control. Closer to 
home is the development of a prefabricated storage wall for resi- 
dences. The wall can be made up of any combination of drawers, 
shelves, and cupboards, accessible from either side according to 
the customer’s wish. 


THE SECOND 30 


Projects with a five-year maturity rating begin to take on a more eerie 
aspect. By the use of minutely precise equipment, Republic has graphed 
the expansion of steel while it is being heated, and found the critical 
points at which it stops expanding and begins to shrink. Then 
expands again. Republic is now applying a Hot Stage Microscope 
(rare in the steel industry) to learn why these changes occur. Through 
this microscope, shown at right, the changing in the hot crystal 
structure can be watched. Knowledge gained may be of use in 
application of metals in outer space. It may also lead eventually to 
production of better iron powder. 


Supra-microscopic inspection of minute parts falls into the five- 
year class, too. Radioactive tracers will be used to measure wear on 
such small parts as the balls, not larger than a speck of dust, which 
go into tiny ball bearings. This could be the solution of measuring 
the wear of, or helping to produce, the Lilliputian parts in satellites 
—which will last as close to forever as man is permitted to achieve. 


THE THIRD 30 


Here long range planning at present is devoted largely to improving 
processes to make available materials not now usable. Direct reduc- 
tion of ore, without melting, is already developing synthetic scrap, 
and potentially could be important in the iron powder field. 


..The grinding and dressing of ores goes on continuously to deter- 
mine the best means of upgrading and agglomerating the great variety 
of ores from Republic’s many sources—Labrador, Liberia, the 
Adirondacks, the southern ferruginous sandstone areas, and the 
extensive Lake Superior region. 


THE BLUE SKY 


An inkling of the type of work in the dream world of research comes 
from some of Republic’s “way-out” equipment. Coming into the 
Center is a Plasma Jet, representing the latest stage in the evolution 
of an industry which started when primitive man first used a mud 
furnace to obtain crude metal from ore heated to around 2000°F. 
This is not much hotter than your backyard charcoal barbecue pit. 
A blast furnace produces about 3000°F. For 100 years or so, steel 
furnaces have reached above 3000°F. Oxyacetylene welding heat goes 
as high as 7000°F. And now comes the Plasma Jet, a practical work- 
ing tool that can produce 30,000°F—hotter than anything most of 
us have ever seen except the sun and stars. Applications, again, point 
to the Outer Space Age. 


Testing the adherence of a non-metallic coating on a steel sheet. 
Here the press brake machine is being used to determine how 
sharp a bend can be applied to coated steel which someday may 
qualify as a protected underbody of your future car. 


The Hot Stage Microscope is equipped with a furnace under the 
lens. Here the observer can watch metal crystals change structure 
as they pass through different temperatures. 


This laboratory-sized vacuum melting furnace—which looks like a 
hybrid between Sputnik and a pressure cooker—produces high 
temperature alloys in hand-sized ingots. Here steels of the future 
are being born. 


REPUBLIC STEEL 
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We must serve well to prosper 


We must 


te function of the telephone busi- 
ness is to serve the public and serve 
it well. 


It works two ways. We must serve 
well to prosper. And just as surely 
we must prosper to serve well. 


This doesn’t mean for six months 
or a year or a couple of years but on 
a continuing basis. For the telephone 
business, more than almost any 
other, is a long-term business. Al- 
ways we must keep building ahead 
to handle the needs of the country. 


Those needs are growing every 
day. Just the gain in population 
alone gives some idea of their size. 


By 1970 there will be 40,000,000 
more people in the United States. 
More and more communications 
service and services will be required 
by people, industry and defense. 


Such progress can come only if 
there is reasonable freedom for busi- 
ness and the encouragement to go 
full steam ahead that comes from 
good earnings. The benefits are 
widespread. 


There is ever-increasing evidence 
that good earnings for the tele- 
phone company, with all that they 


BELL TELEPHONE SYSTEM 


prosper to serve well 


UNDER THE SEAS AND INTO THE SKIES are two great advances in communications. 
Submarine cables enable you to telephone overseas as clearly as across town. Far up in 
outer space, U.S. satellites derive their radio voices from the Transistor, the mighty mite 


of electronics invented at Bell Laboratories. 


It’s through such pioneering that the Bell 


System keeps opening new fields to make your service ever broader and better. (Solid lines 
show present underseas cables. Heavy dotted line is new cable now being laid to Europe.) 


mean in research, jobs and purchas- 
ing, are an important factor in the 
over-all economy of the country as 
well as in the best interests of tele- 
phone users. 


If earnings are less than the needs 
of the task, and all energies and 
judgment must be devoted to meet- 
ing the pressing needs of the mo- 
ment, it becomes impossible to do 
the best job for everyone. 


There is, indeed, no basis fer the 
idea that the sure way to low tele- 
phone rates is to keep the company’s 
earnings as low as possible. 


Such a philosophy, by limiting re- 
search, efficiencies and the econ- 
omies of long-term building, would 
lead almost precisely to the opposite 
result . . . poorer service at a higher 
price than you would otherwise have 
to pay. 


The European Field Trip 


by Ralph A. Rotnem 


“JOIN AN ANALYST SoclETy and see the world” was a 
quip by one of the members of the New York Society 
of Security Analysts during its first European field trip 
in April. Thirty companies in England, France, Italy, 
West Germany and Holland were visited by 78 mem- 
bers and 25 of their wives. The jet age has widened 
the horizons of research; and if interesting values exist 
in any part of the world, there is no reason why the 
Analyst cannot study them without too much demand 
on his time. 

Our first trip proved to be most timely. The start 
of the European Common Market in January had cre- 
ated interest in the growth possibilities of the better- 
managed European companies in a territory with a 
population of 160,000,000 people. Eventually, these 
six nations plan to eliminate import duties for the par- 
ticipating member countries. This would, of course, 
make large scale operations possible in the Common 
Market area with advantages similar to those the large 
corporations in the United States enjoy in a tariff-free 
territory of similar size. 

The easing of currency convertibility; the growing 
use of American Depositary receipts, which simplifies 
the purchase of European shares; the desire for geo- 
graphical diversification of investments; and the forma- 
tion of new mutual funds specializing in European se- 
curities, also has increased our interest in foreign secur- 


ities. Added to this, is the interest created by the 
lower price-earnings ratios and the higher yields ob- 
tainable on most European securities, as compared with 
those available in our market. Given peace in the 
world, these countries should grow even faster than 
ours, since their standards of living are not yet as high. 


Keen Interest in Analysts’ Objectives 


The European companies and organizations we vis- 
ited spread out the red carpet for our members. Per- 
haps it was the novelty of the first visit of this type, or 
perhaps it was because they were happy to be among 
the few companies chosen for our studies. Wherever 
we went, there was unexpected interest in our objec- 
tives, our questions, and our methods of analysis. In 
London there was a luncheon, a reception, and a dinner 
where we were treated to the well-known British hos- 
pitality. Then was a ceremony (including toasts to 
the Queen) where we met with members of the Society 
of Investment Analysts of London, the press and the 
financial community. 

In London, Paris, Milan and Amsterdam, the Ameri- 
can Chambers of Commerce, the Businessmen’s Asso- 
ciations, or financial houses, entertained us at luncheons 
or receptions. In Frankfurt, the two leading banks 
were our hosts. In Amsterdam, we were honored by 
the presence of the American Ambassadors to both The 
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Members of New York Society of Security Analysts outside Burgomaster’s office in Amsterdam. 
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Netherlands and to Belgium at a luncheon given for us. 

The Burgomaster (that is, Mayor) of Amsterdam 
also invited us to a reception in The Town Hall. He 
told us that he too had been a Wall Street Analyst for 
six years before the Queen appointed him to a six-year 
term as Burgomaster. 


Royal Welcome at Stock Exchanges 


The stock exchanges in London, Paris, Frankfurt and 
Amsterdam arranged visits, and their Presidents and 
other officials welcomed us at receptions and took us 
to their balconies or trading floors. Three of them have 
furnished copies of speeches made to us by their Presi- 
dents. Our thanks go to Keith Funston, President of 
the New York Stock Exchange, for making these visits 
possible. 

Surprising was both the quality and quantity of in- 
formation the corporations gave us. One company in 
Holland had 15 of its management team at its meeting 
to make speeches or answer questions. Another com- 
pany had 12 of its management team at luncheon in 
London, and also gave us 20 mimeographed sheets 
commenting on the subjects we had indicated would be 
of interest. Still another company gave us sales figures 
that had never before been released to the public. The 
President of one of the larger electronic companies de- 
voted a Saturday morning to meet a second time with 
those of us who wanted to ask further questions, and 
he promised he would always give an answer, never a 
“No comment.” 

In addition to the wealth of information from the 
corporations, the hospitality of the people we met, and 
the broadening of our foreign interests, the trip was 
encouraging because we came away with a feeling that 
the Analyst profession is growing in respect and impor- 
tance throughout the world. It was indeed pleasing to 
be told, several times during the trip, that our visits 
increased the prestige of our profession throughout 
Europe. 

In London, there is an active and growing Analysts 
Society. Its officers and members did much to make 
our visit in England a success. Also, they were hosts 
at a banquet on our last evening there. 

In Paris, an informal group of Analysts meets regu- 
larly and soon they may become formally organized. 
In Holland and Switzerland there seems to be interest 
in forming Analysts Societies. At some future day there 
will not only be our local Societies in the United States 
and Canada (as well as the National Federation of Fi- 
nancial Analysts Societies), but there may also be an 
“International Society of Security Analysts.” 


‘Veil of Secrecy’ Lifting 


Perhaps the most rewarding part of the trip was the 
evidence that “People’s Capitalism” is spreading in 
Europe. There is a growing realization that widespread 
ownership of shares is a powerful weapon in the fight 
against communism, and there is an appreciation of 
the fact that stockholders think, act and vote more con- 
servatively than non-stockholders. If there is to be 
widespread ownership, it is realized that there will have 
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The European Companies Visited 
by New York Analysts 


Following are the names of the 30 European com- 
panies visited by the New York Society of Security 
Analysts: 

England: Associated Electrical Industries, Ltd.; 
Bowater Paper Corp., Ltd.; British Motor Corp., 
Ltd.; British Petroleum Co.; Courtaulds Ltd.; Crosse 
& Blackwell, Ltd.; Dorman Long & Co., Ltd.; Dun- 
lop Rubber Co., Ltd.; Edwards High Vacuum Ltd.; 
Electrical & Musical Industries Ltd.; Imperial Chem- 
ical Industries, Ltd.; Imperial Tobacco Co. Ltd.; Rio 
Tinto Co., Ltd.; Rolls Royce Ltd.; John Summers & 
Sons Ltd.; Unilever Ltd. (and Unilever N.V.); 
United Steel Companies, Ltd. 

France: Saint-Gobain Chauny et Cirey; Schneider 
et Cie.; Societe Industrielle de Mecanique et Car- 
roserie Automobile (Simca). 

Italy: Montecatini (Societa Generale per L’Indus- 
tria Mineraria e Chimica); Snia Viscosa (Societa 
Nazionale Industrial Applicazioni Viscosa). 

West Germany: Badische Anilin & Soda Fabrik 
A.G.; Farbenfabriken Bayer A.G.; August Thyssen- 
Huette, A.G.; Siemens & Halske A.G. 

Holland: Algemene Kunstzidje Unie V.V. (AKU); 
Koninklijke Luchtvaart Maatschappij (KLM); N.V. 
Philips’ Gloeilampenfabrieken; Royal Dutch Petro- 
leum Co., Ltd. (and Shell Transport and Trading 
Co., Ltd.). 

Another highlight of the trip was symposia of bus- 
iness and financial leaders within each country who 
discussed local economic conditions and prospects. 
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to be wider dissemination of information. The veil of 
secrecy regarding operations of European companies 
seems to be lifting, and many corporation officials ex- 
pressed the belief that they will follow the steps of the 
American corporations in releasing more pertinent in- 
formation to stockholders, Analysts and the press. Cor- 
porations are feeling their social responsibility today. 

Many financial Analysts have visited Europe on busi- 
ness trips since the war. The field trip for 78 Analysts 
had, of course, certain advantages, because it opened 
many doors that might have been closed to the in- 
dividual. There was also the economy of the $270 low 
cost round trip fare by chartered plane. In addition, 
there is an important advantage in getting to know fel- 
low Analysts—as well as you do on such a three weeks 
trip. - 
Through the courtesy of Bell & Howell, cameras 
were made available for a documentary picture of the 
trip. 

Our congratulations go to Miss Frances Haidt, who 
originated the idea and who was chairman of our Euro- 
pean Field Trip Committee. She and her assistant, Miss 
Doris Maydin, arranged the meetings, organized the 
trips and in general did such an outstanding and effi- 
cient job that we returned with the hope that there will 
be many other Analysts field trips to foreign companies 
in coming years. 
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Luncheon at Grocers’ Hall (which holds a grant from King James II). Here the New York 
Society was host to the London Analysts Society, as well as to leaders in the British financial 


community. At head table, Ralph Rotnem, president of New York Analysts, has just proposed 


a toast to the Queen. At his right is Sir Oscar Hobson, financial editor of The News Chronicle. 


GOODYEAR DIVERSIFICATION AT WORK 


Speed Limit: 140 m.p.h. 


No speed tickets here. 


For Goodyear’s specially designed test track 
in Texas was built purposely to conduct tire 
tests at higher-than-legal road speeds. 


The track, part of a multi-million dollar test 
proving ground, is banked to accommodate 
speeds up to 140 miles per hour. 


Results of these tests on the asphalt-surfaced 


five-mile circle enable Goodyear to develop 
safer tires for normal driving. 


And better tires—by the millions—for prac- 
tically everything on wheels, have earned this 
verdict of public approval: “More People Ride 
on Goodyear Tires Than Any Other Kind.” 


The Tire Division is just a part of a world- 


wide network of Goodyear facilities making 
and selling hundreds of different products. 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 


AIRCRAFT ° AVIATION PRODUCTS ° 
INDUSTRIAL RUBBER GOODS ° 


CHEMICALS 
METAL PRODUCTS ° 


° FILMS . FLOORING ° 


SHOE PRODUCTS e 


FOAM PRODUCTS 


TIRES 


Analysts Explore European Investments 


by Frances Haidt 


OUR RECENT EuROPEAN field trip was the first step 
in the right direction toward a freer and more frequent 
exchange of financial information and investments. 


Moreover, we received an education about many 
aspects of the European economy and brokerage prac- 
tices. And, conversely, it also exposed many European 
companies, banks, investment houses and stock ex- 
changes to American investment considerations. Also, 
the trip happily enhanced the professional status of 
Analysts here and abroad. 

While 22 days overseas does not make an expert 
(Congressional junkets notwithstanding) we are now 
able to appraise European securities more soundly, but 
not because we discovered any secret statistical formula 
for translating European company accounts into Amer- 
ican investment ratios, but rather we acquired a 
deeper understanding of the traditions, customs and 
policies which motivate European business. 

The success of this project was due to careful plan- 
ning by our Committee and our European hosts. For 
nine months, correspondence and cables were ex- 
changed in arranging a full but not overburdening itin- 


Frances Haidt is a senior analyst for George, O’Neill & Co. 
She is a graduate of Brooklyn College and formerly was with 
the Office of Financial Development, United States Depart- 
ment of State. 
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erary. The schedule ran smoothly—even the weather 
was with us. Summer fell on our arrival in London and 
practically all our days were sunny. 


Service and Hospitality Excellent 


Our Committee had nightmares of 90 people crowd- 
ing a harried room clerk with only 15 minutes to catch 
a plane. However, checking in and out of hotels was 
most expeditiously conducted, thanks to our efficient 
travel agent, Travel-Wide Syndicate. As Conrad Hilton 
knows, even European de luxe accommodations are 
not always up to American standards. But most of 
us were fortunate to have had delightful rooms at the 
Grosvenor House, Grand, Palace, Frankfurterhof, Ex- 
celsior and Doelen hotels. Our transfers were well 
timed, and who among us was not impressed by the 
motorcycle police escort from the Paris Bourse to Orly 
Airport. The agents outdid themselves with customs 
clearances. A word by the wise, a smile by the Analyst, 
and as quickly as our luggage could be carried from 
plane to bus we were off, all cleared. 

We really flew high. The Dutch may say Koninklijke 
Luchtvaart Maatschappij but to us KLM stands for 
“Kocktails,” Liqueurs and Marvelous meals. Seats 
which may have been too closely spaced for comfort 
were cushioned with bottles of brandy and warmed by 
new and old Amsterdam humor. 
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TAI, who flew us from London to Paris to Milan to 
Frankfurt, set a world record for speedy service: 90 
three-course luncheons with champagne in 40 minutes. 
They also treated us to a movie (on the plane from 
Paris), which ended in time for our own cameras to 
start snapping the breath-taking views of the Swiss Alps 
and Lake Geneva. It was one of those rare, clear days. 


Bus trips are tedious at best, but were often the most 
practical way of getting to company plants and the most 
convenient method of getting from Cologne to Arnhem 
to Amsterdam. The monotony was broken by memo- 
ries of “when I was here with Patton,” plus gentle jests 
and quips from our congenial group. 


We traveled by air, by land and by sea. Misty day 
though it was, none will forget the castles and vineyards 
along the Rhine or the clear and clean canals of Am- 
sterdam, or the busy and beautiful harbor of Rotter- 
dam. Our Rhine steamer luncheon was highlighted by 
a surprise birthday cake for Bob Campbell (Spencer 
Trask) and Ed Maybeck (Chase Manhattan). The 
canal boat took us from the Krasnapolsky docks, where 
we lunched with the American Businessmen’s Club, by 
water-route to the Town Hall Reception by the Mayor 
of Amsterdam. Aboard a Shell steamer in Rotterdam 
we were served a “light” Dutch lunch, after which none 
of us could walk through the Pernis refinery. 


Grocers’ Guild Honors Analysts 


In each country, American businessmen graciously 
helped hands to clasp across the sea. At their recep- 
tions we were able to meet local bankers and brokers, 
many of whom have become friends and associates. The 
American Chamber of Commerce in London impressed 
even our British friends by having the Grocers’ Guild 
open its hall for our luncheon (and even display gold 
plate in our honor). 

In Paris, Merrill Lynch, Pierce, Fenner & Smith 
joined with the Chamber to serve a fabulous cham- 
pagne buffet. Thanks to Fred Sears for the handsome 
red portfolios with travel and tourist tips. 

Martini & Rossi very graciously made their hand- 
some roof garden—and vermouth—available for the 
American Chamber reception in Milan. Through the 
courtesy of the Dresdner Bank in Frankfurt we were 
treated to lunch and an evening cocktail party. Mention 
has already been made of the American Businessmen’s 
Club luncheon in Amsterdam. 


Wherever we went the red carpet was rolled out for 
us. The hospitality was overwhelming: food was lav- 
ish; liquor was plentiful; but most pleasing was the 
friendliness and warmth with which we were received. 
The little courtesies were touching: Old Glory flying 
from the flagstaffs at plants we visited; martinis—the 
New Yorkers’ reputed favorite drink—being served in 
areas where gin is heavily tariffed; and being met at the 
Dutch border with coffee by AKU representatives. So 
many acts of consideration, such as the switch from 
black ties to lounge suits by the London Society of 
Investment Analysts so as not to embarrass their Amer- 
ican guests at the annual dinner. What a fitting climax 
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to our six hectic days in England! What a perfect 
sounding board for our mixed and multiple impres- 
sions—professional colleagues most of whom we met 
four days previous at the New York Society’s reception 
and who had already become good friends. Guest 
speakers gave us excellent lessons in brevity and wit 
and sent us scurrying to our Bibles and Bullfinches. 


Trip Has Its Serious Aspects 


And then there were the private parties, the after- 
dark tourism, sightseeing and shopping. . . . But these 
festivities did not detract from the serious purpose of 
this venture. If there were any members who came 
along for the ride, they were soon caught up in the 
momentum of their hard-working colleagues. It did 
the Committee members’ hearts good to see the partici- 
pants brief themselves daily before each meeting by 
reading the “Bluebook”—a notebook (with blue plastic 
binder) containing (in addition to the itinerary, daily 
schedule, travel tips and instructions) a collection of 
economic data on the European Common Market, 


- economy and tax systems, as well as basic statistics on 


each of the 30 companies visited. 


The Analysts’ preparation was not in vain. The ques- 
tions which they readied were graciously answered. 
Contrary to expectations, managements went out of 
their way to give us as complete a story of their com- 
panies as they possibly could. Our hosts were not only 
generous in their hospitality but also with information. 
Not only were we wined and dined, but we were over- 
loaded with reports and other data. In fact, the largest 
single out-of-pocket expense we had was the shipping 
charges on the packages of books, brochures and bal- 
ance sheets sent home from each city. 


It should be remembered that even in the United 
Kingdom, where there is a London Society of Invest- 
ment Analysts, European management was completely 
inexperienced in meeting with the American-type of in- 
quiring analysts. To enable them to anticipate our ques- 
tions, and to furnish us with the type of information we 
usually receive from corporate officials here in the 
United States, a suggested topical outline was sent to 
each company. (The outline is printed in toto with*this 
article. ) 


Most of the companies visited followed that outline. 
Some, like I.C.I., answered each point in writing and 
added some oral comment. Some, such as AKU, re- 
leased their annual reports before publication date. All 
saw to it that their reports were in English. August 
Thyssen Huette’s translation came to us still wet from 
the printers. Others, like Saint Gobain, gave us infor- 
mation never before released. In practically all instances 
we received more information than we had expected— 
more than had previously been made available. 

True, European annual reports and company com- 
ments are not as complete as those of American firms. 
A beginning must be made. On our part we now have 
a better understanding of their accounting practices, the 
traditional relationships between corporations and 
banks, and the tax differences which make for the usual 
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reticence of European companies. They in turn now 
have a better insight into the objectives of the Analyst 
and the maturity with which he handles confidential 
information. 


Listings Slated for U. S. 


Several European companies are planning to have 
their shares listed on the New York Stock Exchange. 
In the course of the next five years or so, August Thys- 
sen Huette, Badische Anilin, Philips’ Lamp Works and 
others will adjust their accounting and reporting to 
more closely approximate the American way. It takes 
time to build up mutual confidence and understanding. 
After all, our Society is only 21 years old and it took 
us over 15 years before American companies lined up 
to speak at our luncheons—or willingly give us prod- 
uct sales breakdowns and earnings projections. 

Until financial data are more readily available and 
in more familiar form, it would be wiser for us not 
to attempt to appraise European securities by American 
investment standards. Rather, for the time being, we 
might do better to assess European stocks from a Euro- 
pean point of view. 

Furthermore, the absence of volume statistics of ex- 
change transactions, the amount of security trading still 
conducted privately by banks, the difficulty in obtaining 
or selling large blocks of stock without causing the 
market to skyrocket, or collapse, make the European 
approach to European security analysis even more es- 
sential. If this: approach is followed, a number of at- 
tractive investment issues may be found. 


How do European Analysts select an investment is- 
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sue? Discussions with our colleagues in the London 
Society indicated that they work from the general eco- 
nomic indicators down. For example, they would 
argue as follows: 


1. England is in for “easier times.” 


2. Having consolidated postwar rehabilitation, basic 
economic expansion would now be directed to- 
ward improving standards of living. 


3. A higher standard of living requires more con- 
sumer durables. 


4. Consumer demand for appliances and autos 
should lead to a return to hire-purchase; i.e., in- 
stallment buying. 


5. Current money market and the “bullish” speech 
of the Chancellor of the Exchequer favor relaxa- 
tion of hire-purchase restrictions. 


6. Therefore, finance companies may be a worth- 
while area of investment. 


Having determined upon a growth industry, how do 
they then appraise specific companies in the field? Here 
they revert to the European’s traditional consideration 
of dividend returns. Where sales and income figures 
may be lacking, dividend information is always avail- 
able. The European community is very savings and 
income conscious. It is estimated, for example, that 
the average Dutchman saves at least 20 and probably 
25% of his annual salary. Because of the inflationary 
experience of the ’20’s, they prefer high current yields 
to future payouts. In the early postwar years the short- 
age of capital and great demand for funds for recon- 
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Dr. Ernst Matthiensen, right, vice chairman of the Board of Governors of the Frankfurt Stock 
Exchange, welcomes the New York Analysts. Ralph A. Rotnem, extreme left, New York 
Analysts’ president, and Frances Haidt are also shown. Miss Haidt was chairman of the 
European Field Trip Committee. In the background, left to right, are: Monte Gordon, John 


Stine and Stanley Kitzinger. 
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‘TRANSPORTATION 


Your choice of rail—nation’s second feet center; air—Lambert 


Field accommodates commercial jets; truck— 


“hub” of U. S. inter- 


state highway system offers fast nationwide shipping; barge— 


St. Louis is center of Mississippi River system, record-high river * 


traffic. St. Louis: is the only U.S. city lying in four major freight- 
rate zones. Transportation “fans out” in all directions from St. 
Louis—a truly central location. 


ie 


vet: 


mio Typical reasons why Union Electric invests $717 million 
in the future of St. Louis...Strategic Center of America 


In the past 10 years Union Electric 
has more than doubled its power out- 
put. During this period, Union Elec- 
tric has spent $405 million—has 
earmarked $312 million more for 
additional power plant construction 
in the next five years. Union Electric 


is building to stay ahead of a “boom- 
ing’’ St. Louis area and furnish the 
“power potential” for further indus- 
trial growth. Union Electric is invest- 
ing in the future of St. Louis—with 
action! For your business opportuni- 
ties in the future, look to St. Louis— 


The Strategic Center of America. 


For more information on the indus- 
trial advantages of St. Louis, write: 
J. E. Johanson, Mgr., Industrial 
Development, UNION ELECTRIC 
COMPANY, St. Louis 1, Missouri. 


UNION ELECTRIC 


P. F. J. de Kok, chairman of the Amsterdam 
Stock Exchange, is looking at, what is believed 
to be, the first stock certificate ever issued—_ 
more than 350 years ago! With him is Mrs. 
Ralph A. Rotnem, wife of the president of the 
New York Society of Security Analysts. 


struction resulted in high interest rates and correspond- 
ingly high dividend returns. The current relatively 
lower yield on German securities reflects no change in 
this basic attitude. Higher prices there are an indica- 
tion of the investor’s anticipation of a higher dividend 
this year based on the completion of plant expansion 
programs and a change in the tax structure which 
should combine to produce a higher cash flow to free 
reserves from which a higher dividend may ensue. 

Looking beyond the 1959-1960 tax changes, higher 
dividends are projected as a result of the expansion of 
the European economy being forecast by 1970. Not 
only will the American investor find higher yields in 
Europe than those available from comparable industrial 
issues at home (e.g., 4.5% in London versus 3.1% in 
New York), but the potential increase in dividends 
should stay any possible decline in stock prices. There- 
fore, European securities not only afford potential ap- 
preciation, but may also serve as hedges against a pos- 
sible reaction on the New York market. This is of 
particular import to institutional and large individual 
portfolios. 


GNP on the Rise in Europe 


Adopting a European Analyst’s approach, how then 
would we judge the European economy? This subject 
is discussed more fully in the following pages, but suf- 
fice it to state at this point that since 1950 the Gross 
National Product in Europe has been growing at an 
annual compound rate of 4.5%, as against 3.8% in the 
United States. The differential in per capita Gross Na- 


JuLty 1959 


tional Product continues to be wide. For example, it is 
$516 in Italy, as high as $1,300 in Luxembourg, but 
$2,540 in the United States. Per capita output of steel 
is 800 lIbs., against 1,300 lbs. in the United States. 


Post-war destruction naturally required concentration 
of capital expenditures on plant and housing construc- 
tion. Consequently consumer durable spending has 
been far below our levels and great saturation gaps ex- 
ist in this area. In West Germany today, one of the 
most prosperous European countries, there are only 19 
telephones per 100 people. In Sweden, a model nation 
for most Germans, the rate is 30 per 100. In the 
United States we have above 40 per 100 and the rate 
is rising due to color phones and extensions. So, to 
catch up with us West Germany would have to double 
the number of phones now in use, and add even more 
to keep pace with us. Again, there are only 4 cars per 
100 persons in Europe, as against 33 per 100 in the 
United States. 


These statistical factors have been known and valid 
for some time. What gives new importance to them 
is the atmosphere of optimism and expansion, attitudes 
of ambition and aggression which permeate all levels 
and classes of European society today. This new-found 
economic enthusiasm and confidence in better times 
ahead is supported by such tangible evidences as the 
free external currency convertibility measures, effective- 
ness of the European Common Market, and—if you 
will—management’s willingness to meet with United 
States Analysts. 


Which stocks stand to benefit the most from this ex- 
pansion? To a large degree the consumer durable and 
appliance companies like Philips’ Lamp and Siemens & 
Halske and the auto companies should do well. Per- 
haps the best way to play the boom in the over-all econ- 
omy is to take as broad a participation as possible. 
Seek the dominant factor in each leading industry. As 
long as the continual follow-up of company operations 
remains an expensive, time-consuming and somewhat 
esoteric art, the small investor may participate more 
fruitfully through investment trusts like the Lazard 
Fund or one of the newer “Eurofunds.” 


French Economy May Boom 


It is also difficult to say which country will benefit 
most, though it seemed that France may prove to be 
the “sleeper” of the trip. Now it can be told: Visits 
to the three French companies were originally sched- 
uled to justify an American’s week-end in Paris. How- 
ever, it now would seem that the French economy may 
afford many attractive investment opportunities. There 
has been less postwar reconstruction there and the re- 
covery of the French economy has lagged behind the 
rest of Europe. Now, with relative peace in Vietnam 
and Algiers; with greater internal political stability since 
the election of President Charles DeGaulle; and with 
the ego-boosting support of the newly found Sahara 
oil, France seems to be moving confidently on its way 
forward. 


American Analysts tend to seek measuring rods that 
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go beyond the dividend-price-yield factor used by their 
European cousins. There is insufficient information, so 
that our standard price earnings ratios cannot be ap- 
plied. In many instances cash-flow estimates are inade- 
quate because of different and faster amortization and 
depreciation rates. There are no easy formulas or value 
indicators, not even for domestic stocks. Perhaps as 
we obtain fuller data from European companies some 
yardstick will be found. 

As with United States company analysis, when all is 
said and totalled, the overriding consideration is the 
quality and capabilities of management. In this respect 
our trip was most worth while. Our meetings with the 
directors and executives, and appraisal of managements 
(by the way the officers answered questions) proved 


invaluable. Since European company reports are in- 
frequent and spot checks difficult and expensive to 
make, confidence in management’s ability to use our 
money becomes a prime consideration. 


Getting to Know You: Most Helpful 


If one can conclude that the management of a par- 
ticular company is aware of its company’s expansion 
possibilities and appears to have reasonable plans to ex- 
ploit this potential, and if one can be reasonably con- 
fident of its ability to develop such programs, one is in 
a better position to recommend the purchase of its 
stock. This is assuming, of course, that its industry 
growth rate is equal to or better than the rate projected 
at home, and that at the same time the stock has a 


Corporate Information of Interest to Analysts 


In that the reception accorded the New York Society of Security Analysts 
by the 30 European companies was so remarkable as to the amount of cor- 
porate information disclosed, the following “suggested subject matter for 
addresses” is published for the record. A copy of these suggestions was sent 
to each European company several weeks prior to the trip. The subject matter 
was assembled by Mlles. Frances Haidt and Doris Maydin. 
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It is hoped that your speech will 
give the analyst a better understand- 
ing of your company than can now be 
obtained from published sources. The 
talk should also serve as a base on 
which he can make an intelligent ap- 
praisal of your company’s prospects. 
In other words, he would like to know 
something about what your company 
does, how well it has been doing and 
what management hopes it will do in 
the future. 


The speaker should cover such 
points as: 


A. Background of Company 


1. Brief history. 


2. Company organization and man- 
agement. 


3. Major products (description). 
(a) Breakdown by product group, 
type of consumer and geographical 
market. 

(b) Source and availability of raw 
materials. : 

(c) Competitive position and advan- 
tages and patent position. 


4. Plant Capacity (number, size, 
style, location and age). 

5. Production Schedules (number of 
shifts, length of work day and 
week). 

6. Method of Distribution. 

(a) Organization, size and compen- 
sation of sales staff. 
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(b) Pricing policy and history. 
(c) Advertising program. 


B. Recent Record (Statistical data for 
past five years) 


1. Sales (Turnover). 


(a) Explanation of percentage gain 
or loss, 

(b) Trend in relation to industry 
average and company’s trade posi- 
tion. 

(c) Review of selling costs as re- 
lated to sales. 

(d) Other expense factors (raw ma- 
terials, labor, overhead, etc.). 

(e) Price changes and comparison 
with domestic, European and world 
levels. 

2. Earnings (Before and After 
Taxes). 

(a) Explanation of trend. 

(b) Direction of profit margins. 
(c) Description of any non-recur- 
ring items. 

(d) Nature and size of reserves. 
(e) Tax allowance and Government 
tax incentives. 


C. 1958 Results (Sales and Earnings). 
1. Reason for increase or decrease 
over 1957. 


2. Effects of recession and extent of 
recovery. 


3. Unusual profits or losses. 


4, Special price or wage adjust- 
ments. 


5. Other local factors. 


6. Basis for consolidation from sub- 
sidiaries and overseas divisions. 


D. Research Policy & Program. 


1. Size and organization of staff. 


2. Amounts or percent of sales 
(turnover) spent annually on re- 
search. 


3. Percent of current sales from 
new products traceable to research 
over past five to ten years. 


4. New products under development 
and their prospects. 


E. Capital Program. 
1. Percent added to plant capacity 


annually in past five years and 
costs. 


2. Expansion program (size, loca- 
tion, cost and time). 


8. Method of financing capital im- 
provements. 


4. Depreciation policy. 
5. Plans for financing new con- 
struction. 


F. Capitalization. 


1. Current capitalization. 


2. History of bond and stock offer- 
ings in past five to ten years. 


3. Plans for recapitalization. 


4. Dividend policy and prospects for 
increases, extras or stock dividends. 


5. Percent of shares held by man- 
agement and other large share 
holders. 


G. Other Factors. 


1. Employee relations (degree of 
unionization, wage and social ben- 
efits). 


2. Possible mergers, acquisitions or 
reorganizations. 


3. Special company considerations. 
H. Outlook for 1959 and Beyond. 
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reasonable price in the marketable European yield 
standards. This latter point should be emphasized again. 

Should Americans rush into.the European market 
and buy shares on an estimated American appreciation, 
rather than the European yield base, they will find 
that they will have no one to sell their stock to should 
they want out. The recent run-up in the price of Eliot 
Automation from a level yielding 3.4% to a current 
1.5% is a case in point. All the buying during that 
40-day period was American. The Europeans will 
gladly dump their shares at inflated values, but will not 
re-purchase until yield and price come into normal re- 
alignment again. The thin supply of shares in many 
instances can be disastrous if a large block of shares 
is placed for sale. 

On the other hand, the excess investment capital and 
savings surplus against a shortage of available invest- 
ment issues (such a strong inflationary factor in our 
markets) is becoming an important factor in Europe 
too. The growth of mutual funds in Germany and the 
increase in the size of pension funds in the United King- 
dom have created large institutional investors who 
through regular purchases still further decrease the al- 


ready thin supply of stock. The emerging average in- 
vestor in Europe—whether he participates directly or 
through funds—will further affect the laws of supply 
and demand and put additional pressure for higher 
prices on the exchanges. 

The traders who expected an onrush of American 
capital into European securities upon our return were 
disappointed for the most part. Not only have we 
needed time to digest our impressions and re-read the 
vast quantity of information we collected, but Ameri- 
cans being so provincial prefer to stay with situations 
they know and can appraise in the same familiar way. 
After all, there is still so much money to be made here. 

There are exceptions in investor and issue alike. As 
we acquire more information and experience with Euro- 
pean securities, there should be an additional flow of 
capital across the sea. Repetition is an essential part 
of the learning process. We trust that these European 
Field Trips will become an annual Analysts project. 
As we grow to know and understand each other, it is 
our hope that the financial community will make an 
even greater practical contribution in creating one 
world. 


THE CHECK THAT’S BEEN MAILED 
EVERY YEAR FOR 107 YEARS 


There’s something solid about 
Cincinnati . . . and the great in- 
dustrial area of which it’s the 
center. Here we have a steady 
growth of widely diversified in- 
dustry. Here, you find one of 
the nation’s most skilled labor 
forces . . . with pride in its. ex- 
ceptionally high productivity 
rate. And it’s hard to imagine 
a more ideal location as a dis- 
tribution center. All this has 
given the area’s economy an en- 
viable stability. It’s not surpris- 
ing that in such a community 
the Gas & Electric Company 
would reflect that same stability 


—with an unbroken record of 
stock dividends paid, every year, 
for 107 straight years. 


The Ohio River, which carries 114 
times as much commercial tonnage as 
passes through the Panama Canal, is a 
great asset to the Cincinnati area. It 
will become even more important as 
the high lift dam program, now in 
progress, is completed. 


THE CINCINNATI GAS & ELECTRIC COMPANY 
107 years of unbroken dividend history 
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Lockheed Management reports on 


Lockheed’s growth position 


1. LOCKHEED’S NEW LOOK 


The past year or so has been the busiest in Lock- 

heed’s history. During the past 15 months we: 

1. Delivered a dozen airplanes a week. 

2. Made a first flight of a new type missile, space 
vehicle, or airplane every 40 days. 

3. Performed $1.3 million in missile-satellite busi- 
ness every working day. 

Sales for 1958 rose to a record $962.7 million. 

Earnings for 1958 were up 14% over 1957. In 

1959 sales have maintained their all-time peak rate 

—$278.6 million for the first three months. Earn- 

ings for 1959’s first quarter, while substantial, were 

below the 1958 level. Earnings represented a profit- 

able return on military programs and commercial 

spares and services, but a loss on initial deliveries 

of Electra airliners. The Electra’s successful intro- 

duction into airline use, however, has heightened 

our long-term sales prospects. 

But these past months have been more than a 
period of heavy production. They have been months 
of preparation for the golden quarter-century that 
lies ahead. 

They have been months in which Lockheed took 
the critical steps to broaden the hard core of its 
aircraft-missile work into the surrounding circle of 
related sciences. No longer just an airplane com- 
pany, Lockheed moved confidently into areas where 
the future will be found. 


2. LOCKHEED EXPANDS INTO NEW FIELDS 


Years of study and planning came to fruition in 
closing months of 1958 and early 1959 in a series 
of expansion moves. We added new divisions and 
reorganized old ones. Here is what we have done: 


Electronics and Avionics Division. We formed 
this division to manufacture and market electronic 
components, equipment, systems, and advanced in- 
strumentation. ; 

It has a bright growth potential. The Electronic 
Industries Association estimates 46% of total 
Defense Department missile expenditures is for 
electronic components. In aircraft the average elec- 
tronics share is 18.5% and forecasts in commercial 
and industrial electronics are for 33% to 66% 
gains in the next five years. 

Lockheed is no neophyte in the electronics field. 
We have had years of experience in aircraft and 
missile electronics. We have 3000 engineers and 
technicians who will remain at work in this field in 
other divisions. Last year we performed $30 mil- 
lion in electronics design and fabrication. 


Puget Sound Bridge & Dredging Company. We 
acquired control of this company—the third largest 
Pacific Coast shipbuilding firm and a leader in gen- 
eral heavy construction. This move can place us in 
the nuclear-powered submarine and ship field, 
strengthen our bid on construction projects, and 
expand our ability to build and manage ground 
support for missile and space activities. 


Lockheed Nuclear Products. If today’s opportu- 
nities are in electronics, tomorrow’s will be in nu- 
cleonics. Slow in coming, nuclear power is never- 
theless inevitable, and applications of nucleonics 
are growing daily. 

To build a long-term future in this vital area, we 
established a Nuclear Products branch at our 
Georgia Division. It has already made sales of train- 
ing reactors to colleges. It plans the design, manu- 
facture, and installation of large heat process 
reactors in fuel-short regions. ., 

Last year Lockheed began operating the Air 
Force’s multi-million dollar nuclear laboratories in 
north Georgia, near Dawsonville. Designed to test 
the effects of radiation on materials, component 
parts, and aircraft systems under operating condi- 
tions, this new facility is the most modern in 
the U:S: 


Lockheed Monorail System. Outgrowth of our 
long efforts to increase utilization of our versatile 
skills and facilities, we have received a contract to 
design and build a $5 million monorail line for 
Seattle. This first U.S. monorail opens prospects for 
similar proposals to relieve many other urban trans- 
portation problems. 


Lockheed Aircraft International. We have re- 
grouped many of our extensive foreign activities 
into this new subsidiary. LAI will work out package 
ideas for foreign countries embracing skills, serv- 
ices, and products of all our divisions. They will 
encompass aircraft manufacture, sales, repair, and 
service; airport services; communications; missiles; 
electronics; nucleonics; ground support; and other 
elements to develop integrated transportation and 
defense systems. 


Lockheed, S.A. This new subsidiary, located in 
Mexico, makes the experience of all our divisions 
available to government and business leaders for 
long-range industrial development programs. 


Lockheed Azcarate, S.A. First definite step in this 
Mexican program, our new affiliate is beginning an 
aircraft manufacturing program below the border 
—a light utility plane suited for many jobs at high 
and low altitudes and in varied environments. 


3. LOCKHEED STRENGTHENS ITS POSITION 


Expansion and diversification are our stake in the 
future. More than that, they are our claim on the 
present. To assure our position as system manager 
for today’s complex weapons we must have a broad 
range of technical and managerial skills. From each 
of our expanded activities—electronics, nucleonics, 
shipbuilding construction, foreign operations—we 
draw the knowledge and experience that permit us 
to obtain large contracts here and now. But we do 
not forget, in this concentration on new things, the 
solid worth and growth possibilities of the old. 


Military Aircraft. Still vital for our defense, equally 
as important as a prelude to space flight, manned 
military aircraft occupy an important place in the 
future. 

Our F-104 sTARFIGHTER, holder of world records 
for speed, altitude, and time-to-climb, will be manu- 
factured in quantity here and abroad for West Ger- 
many and NATO defense and has excellent possi- 
bilities of being selected by other foreign countries. 

Our C-130 HERCULES continues to be vital to our 
nation’s airlift and is drawing much interest from 
other countries. 

In the growing concern over submarine defense, 
our anti-submarine efforts rise in importance. Our 
P2V anti-submarine patrol plane, in production 
since 1945, will be succeeded by our vastly im- 
proved P3V, for which we have pre-production 
contracts. 

In the field of airborne early warning we have 
had a decade of success. We are proposing a new 
early warning weapon system to meet the continu- 
ing threat of coastal attack. And we are proposing 
many other kinds of aircraft for the future—new 
transports and trainers, vertical takeoff and landing 
planes, air rescue vehicles, and others. 


Commercial Aircraft. This year brings peak de- 
liveries for our new prop-jet ELECTRA. It is proving 
out on the world’s airlines, and we expect sales to 
grow. 

But beyond this are our plans for the future— 
executive transports and air-freighters already in 
production; supersonic transports, air buses, and 
family planes now on the drawing boards. Business, 
private, and airline flying will expand in the sixties 
as all three have in the fifties. 


Missiles. PoLARIs, DISCOVERER, ARGUS—these are 
names to conjure with. Less well-known are X-7, 
X-17, and KINGFISHER. All are Lockheed missile 
and space projects, and there is no limit to their 
potential. 


The Poraris, the Navy’s newest, most formidable 
weapon, is strongly influencing the nation’s entire 
defense strategy. DISCOVERER is the series of space 
biology probes for the Air Force and Advanced 
Research Products Agency, forerunner to space 
travel and satellite defense systems. Lockheed is 
system manager for both. 

Lockheed missile and satellite sales have multi- 
plied 42 times in the past five years. Out of the 
varied research programs of our Missiles and Space 
Division are coming discoveries and proposals that 
will catapult us into space and enrich our daily liv- 
ing. As missile and space programs climb, Lockheed 
will climb with them. The assault on space is only 
just begun. 


4. FORMULA FOR GROWTH 


Our present programs, recent expansion into new 
areas, continuing diversification—these are the de- 
tails. Behind them, overriding them in importance, 
is a broad managerial philosophy that welcomes the 
future and prepares for it. 

Through the years we have plowed back 60% 
of our earnings after taxes to assure our future. Last 
year we spent over $15 million on new facilities and 
equipment. For the current year we have earmarked 
another $18 million. 

We emphasize research. Although more than 
nine-tenths of our tremendous $349 million re- 
search and development work last year was for 
government agencies, we performed over $25 mil- 
lion of R&D work with our own funds. Combined 
government-company R&D work in 1959 will ex- 
ceed $400 million. 

We emphasize brainwork. In 1959 our employees 
with doctorates and other science and engineering 
degrees increased to 4600, nearly one-tenth of our 
total work force. This was a 30% gain over 1957. 

We emphasize management. Our management 
and executive programs, started years ago, have 
been continually reviewed and strengthened. Out of 
these programs is coming a wealth of managerial 
material that has made our diversification work 
well, and will provide Lockheed with management 
skills of the highest order in years to come. 


* * * 


And this is the greatest growth potential of all 
—brainpower, technological and managerial skills, 
dedication to a tradition of leadership, and burning 
faith in the future. These are Lockheed’s formula 
for growth. 
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Eaton Research Technicians are Planning a 


Better Tomorrow for You and Your Family! 


5 bine research men in the picture above are studying the performance of motor car 
engine valves with an Eaton-developed technique which gives the valves more 
punishment in hours than they would get in the entire life of the average car. 


They are part of a staff of hundreds of Eaton engineers and technicians working 
on projects which will influence the quality and efficiency of products you will buy 
a year—or five years from now. 


The ride you take in your new car will be smoother, and more comfortable— 
both winter and summer; your engine will be quieter and there will be a greater 
surge of power when you step on the gas. Your home appliances will operate more 
efficiently and last longer. Your motor trucks will maintain faster schedules, have 
fewer break-downs. The machinery in your plant will turn out better products and 
cost less to run and maintain. All this because of the continuing effort of these 
Eaton research men to develop new and better components for the products of 
industry—and to devise ways and means for making them more economically. 


We would like to tell you more about Eaton activities and products. Send for 
our new illustrated booklet. 


EATON PRODUCTS 


Engine Valves * Hydraulic Valve Lifters 
Tappets * Valve Seat Inserts 
Hydraulic Pumps * Viscous Drives 
Motor Truck Axles * Axle Shafts 
Truck Transmissions * Trailer Axles 
Permanent Mold Gray Iron Castings 
Powdered Metal Parts * Stampings 
Heater-Defroster Units 
Automotive Air Conditioning Systems 
Fastening Devices * Cold Drawn Steel 
Spring Lock Washers * Gears 
Differentials * Speed Reducers 
Centralized Lubrication Systems 
Variable Speed Drives 
Leaf and Coil Springs * Forgings 
Dynamatic Drives and Brakes 
Eddy-Current Dynamometers 
Control Wire Assemblies 
Magnetic Clutches °* Plastic Parts 
Hydraulic Control Valves 
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A Look at the Economic Scene 


Si 


IMPRESSIONS OF WESTERN EUROPE 


by Doris Maydin 


THE WHIRLWIND TOUR OF England, France, Italy, Ger- 
many and the Netherlands by a group of New York 
Security Analysts to visit 30 companies in 22 days was 
motivated by the establishment of the European Eco- 
nomic Community (the Common Market) and renewed 
interest in European securities by Americans. 


Our 22 days were crowded by talks with bankers, 
brokers, economists, company officials, plant managers 
and shopkeepers. Moreover, our group was confronted 
with a host of brand new experiences—different lan- 
guages, different currencies, different customs and dif- 
ferent methods of doing business. The trip left us with 
a much broader view and better understanding of the 
problems and promises of Western Europe. In addition, 
there are certain outstanding impressions of the eco- 
nomic situation, of the security markets, and of the 
leading companies we visited. True, many of these 
impressions and developments have been discussed 
many times before, but our first-hand view tended to 
dramatize them. 


This article will attempt to highlight some of the 
general impressions of the economic scene as revealed 
in talks with experts abroad and some personal observa- 
tions on the changes noted over the years. Specific 
developments and problems within each country will be 
discussed in a subsequent section of the article. 


Prosperity and Optimism 


We were, above all, impressed with the vast increase 
in productivity, the mounting prosperity of the peoples 
of Western Europe, the optimism and confidence in a 
continued high and rising level of business. 

This confidence and optimism are well founded. The 
recovery of Europe since the war is one of the most 
important economic developments of modern times. 
Europe has been rebuilt and construction is still boom- 
ing. Industrial production has overtaken and surpassed 
the pre-war level by a wide margin, and in the past few 
years has expanded at a rate far in excess of that in 
the United States (see Tables 1 and 2). Furthermore, 
projections indicate that future gains will be sizeable 
also. 

Fears of the effects of a recession in the United States 
were allayed last year. The reaction came a little later 
than ours and, for the most part, was a moderate affair. 
In some countries (e.g., England and the Netherlands) 


Doris Maydin is a security analyst with General American 
Investors Co. She took her B.A. degree at Columbia University 
and attended New York University’s School of Business. 
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Doris Maydin is shown with Nicholas Crane, research man- 


ager of Dean, Witter & Co., and former president of the 
New York Analysts. Both were members of the European 
Field Trip Committee. 


there was a relatively small decline in business activity; 
in others (Germany and Italy), there was a slowing 
down of the boom; and in all countries the readjust- 
ment was confined to a few areas of dislocation (coal, 
steel, textiles and capital goods), but no over-all hard- 
ship. Industrial production started to increase in the 
last quarter of 1958 and the upward movement is 
expected to continue. 


Now, the feeling is that the years ahead will be kind 
to European consumers. It was obvious to anyone who 
has visited there before that the lot of the average Euro- 
pean has been improved tremendously, but the gap be- 
tween American and European livinz standards is still 
wide. Fewer people own cars, refrigerators, television 
sets and other household goods than in the United 
States. This has been understandable. In Europe, 
spending on durable goods reached a high of 8% of 
over-all consumer outlays in 1956, the last year for 
which data are available. In contrast, durable goods 
spending in this country was 13-15%. More important, 
Europe has been increasing its industrial investment 
faster than in the United States and faster than con- 
sumption expenditures (Table 3). From 1952-1957, 
while private domestic consumption rose 26% in all 
OEEC countries, industrial investment rose 47%. The 
economies can now devote a somewhat greater portion 
of income to consumption. Consumers have started 
to step up purchases of durable goods and have shown 
a willingness to buy on the installment plan—especially 
in England and Germany. This trend too is expected 
to continue. 
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Table I 


Index of Industrial Production 


1953 = 100 
European 

O.E.E.C. Economic 

Member Community United United 

Countries Countries France Italy Germany Netherlands Kingdom States 
1939 See La 78 63 63E 69 72 43 
1950 86 80 89 78 72 88 94 84 
1955 119 122 117 abies} 129 118 114 104 
1956 125 132 128 128 139 123 114 107 
1957 131 140 139 138 147 126 116 107 
1958 134 145 147 141 152 126 114 100 

E — Estimated. 
Sources: O.E.E.C. Statistical Bulletin. 
International Financial Statistics. 
Table II 
Volume Index of Gross National Product* 
1953 = 100 

All O.E.E.C. United United 

Countries Countries France Italy Germany Netherlands Kingdom States 
1938 76 75 N.A. 80 61 N.A. 83 48 
1950 88 86 90 84 78 88 94 86 
1955 111 114 111 112 120 114 108 106 
1956 116 120 ZL 117 127 119 110 109 
1957 ial 126 124 124 134 122 112 110 


*At market prices. 
Source: O.E.E.C. Statistical Bulletin. 


Table III 
Growth of Private Domestic Consumption 


and Gross Fixed Capital Formation 
1952 — 1957 


% Change in Volume 
1957 from 1952 


Capital 
Consumption Formation 

All O.E.E.C. Countries —._..... +26% +47% 
European Economie Community +32 +53 
eR ATICE a) Se We a eee see +29 +45 
Germany, 22s See +48 +67 
Ttaly seo eS +24 +50 
Netherlands +33 +71 
United Kingdom: ===) = +16 +38 
United States sane leer eres +21 +21 


Source: O.E.E.C. Statistical Bulletin. 


Currencies Strong 


No less dramatic an achievement is the increased 
strength of European currencies, a strength revealed 
not only by official figures, but by the attitude of the 
people themselves. Even in France, where lack of 
confidence in the national currency and outflow of gold 
has been a chronic problem, the franc has been strong 
in recent months. This change in currency conditions 
was formalized by the measures taken by nine countries 
on December 28, 1958, making their currencies (held 
by non-residents) convertible against each other and 
against dollars. 
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N.A. Not available. 


Gold and foreign exchange reserves of central banks 
of the United Kingdom and Continental Western Euro- 
pean countries grew markedly in 1958 as a result of a 
strong improvement in over-all balance of payments 
position. European reserves are now considered ade- 
quate for all normal requirements and the dollar short- 
age which had plagued Europe for many years is no 
longer a fact. (See Table 4) 

Another side of this picture has been very much in the 
news. That the dollar is no longer the most sought after 
currency was revealed to the Analysts in many ways. 
Shopkeepers are considerably less willing to take dollars 
than in previous years. (In one country, a storekeeper 
actually refused to take U. S. currency. This is a 
startling experience to one who remembers receiving 
sizeable discounts on merchandise for dollars.) In con- 
versations with economists and businessmen, some ex- 
pressed concern over the possibility of a “coming weak- 
ness of the dollar” because:of the inflationary trends 
here, the change in our balance of payments position, 
and our gold loss in the past year. While no one be- 
lieves this is a short-term prospect, many observers 
think it may be a long-term problem. 

However, this is a topic in itself. Weakness of the 
dollar may or may not be a long-range concern, de- 
pending on our policies and trend of exports, and the 
widespread news given to our loss of gold holdings may 
or may not reflect some desire for a higher gold price. 
This much is certain, the U. S. dollar has about reached 
the end of its postwar role as the uniquely hard cur- 
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Table IV 


Reported Gold and Foreign Exchange Holdings 
of Central Banks and Governments 


(Millions U.S. Dollars) 


United United 
France Italy Germany Netherlands Kingdom States 
TODO ree ee $1,334 $ 878 $ 274 $ 606 $3,443 $22,820 
1,237 3,076 1,277 2,156 21,752 
1,308 4,291 1,072 2,170 22,058 
1,532 5,644 1,056 2,320 22,857 
: 2,218 6,322 1,493 3,069 20,582 
1959 Curr. _..._ 2,000E N.A. 5,625 + 1,425+ 3,251* 20,3380* 
E— Estimated. + March. *April. N.A. Not available. 
Sources: International Monetary Fund. 
Federal Reserve Bulletin. 


Table V 
Comparative Wage Rates and Hours Worked in 1957 
(in U.S. Dollars) 


United 
France Germany Italy Netherlands Kingdom 
Average Hourly Wages in Mfg... $0.62* $0.57 $0.39 $0.47 $0.65 
pocialu@harges 242s Se 0.27 0.17 0.20 0.13 0.08E 
74 0h 75) rg oe ee Oe ae ee eee 0.89 0.74 0.50 0.60 0.73 
Social Charges as % 
SUS Gen eae en te a Soe oc 43% 30% 51% 28% 11% 
Average Hours worked in Mfg. 
Demawee kseee oe eS ee ele 46 47 39 49 46 


*At the then prevailing exchange rate. Allowing for the devaluation of the 
frane in December 1958, 1957 hourly wages would be about 58¢ and social 
charges 28c, indicating a total of 76c. 
E — Estimated. 

Sources: De Twentsche Bank, Amsterdam, Holland. 


O.E.E.C. Statistical Bulletin. 


rency. This is yet another sign of the comeback of 
Europe in world affairs. 


Trade All-Important 

One of the “facts of life” for Europe, long known but 
brought to the attention of the American visitors over 
and over again, is that international trade is a matter of 
economic prosperity for Europe. The density of popu- 
lation and scarcity of natural resources force Europe 
to export a high percentage of its production in order 
to purchase food and basic materials abroad. In the 
United States, foreign trade probably accounts for 
7-8% of our national product; in Europe, the percent- 
age can be as high as 75-80%. This realized, the tre- 
mendous build-up of industrial might to enable Euro- 
pean companies to compete effectively in world markets 
becomes understandable. Also, the objectives of the 
European Economic Community (see Dr. Koitcho 
Beltchev, “The European Common Market,” The Ana- 
lysts Journal, February 1959) becomes of such para- 
mount importance that it seems clear that any obstacles 
will be overcome. 
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Politics and Economics 


Finally and perhaps the most important over-all con- 
sideration is the intertwining of economic with political 
considerations. The fact that the latter is more im- 
portant in evaluating European prospects was empha- 
sized to us vividly by talk of the British elections; the 
dramatic change in France since the change of Goy- 
ernment; and warnings about consequences of a fall 
in Berlin. Another reason is the fact that there is more 
of a tradition of government “management” of the 
economy than in the United States. Despite all the re- 
cent indications of a revival or return to classic mone- 
tary, fiscal and general economic policies (as personi- 
fied by Ludwig Erhard of Germany), the impression 
is unmistakable that should real problems arise, a Euro- 
pean government will step in and act to a far greater 
extent than here. 

Of necessity, no attempt can be made here to discuss 
political factors. What was significant was the feeling 
of the people in most countries we visited that peace 
would be with us for many years. 
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Ralph A. Rotnem, president of the New York Society of 
Security Analysts, left, is shown in London with Col. W. F. 
Andrews, chairman of the London Society of Investment 
Analysts. They are looking at the charter granted by King 
James II to Grocers’ Hall. The Analysts lunched in this 


famed edifice. Photo by The Times, London 


FACTS ABOUT COUNTRIES VISITED 


The following comments about the five countries we 
visited constitute personal on-the-spot impressions but- 


tressed by a detail of information which was made 
available for our study. 


United Kingdom 


We were in London in exciting times. The Budget 
was to be presented to Parliament two days after our 
arrival, and all business was confidently anticipating tax 
relief. The background was outlined by Sir Oscar Hob- 
son, city (financial) editor of the News Chronicle, who 
noted that the British economy was stronger than at any 
time since the end of the war. His reasons for this 
belief were as follows: 


(1) The. business recession in Britain was a slight 
affair. While the index of industrial production in the 
United States fell 13% from the peak in the summer 
of 1957, the decline in the comparable United Kingdom 
index was 3%. In addition, the trend in recent months 
has been slightly upwards, with the main increase com- 
ing from production of consumer durables. The rise in 
unemployment had not been marked: it was up from 
1% to 2% % of the labor force, or 550,000, in March, 
and was largely structural in nature. In a few areas, 
mainly the textile centers in the North and Northern 
Ireland, unemployment has run to 10-11% of the 
available work force, but, as in our own New England 
textile centers, this is a chronic problem. 

(2) Despite the recession, the standard of living has 
risen. Consumer expenditures were up 2% in 1958 
over year earlier levels, and there was a definite increase 
in purchase of consumer durables recently, largely de- 
pendent on hire purchase. 

(3) The problem of inflation seems to be licked, at 
least temporarily. The cost of living had been steady 
for six months, the first such period in five years. There 
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was a relatively small increase in wage costs last year 
and it has been reported that the trade unions have 
agreed with the Labor Party not to ruin political pros- 
pects by being militant about wage raises. In Sir Oscar’s 
words, “We have scotched the snake.” 

(4) The pound sterling was strong in the exchange 
markets of the world, the balance of payments was fa- 
vorable and gold reserves were on the increase. A sharp 
revival in Britain’s export trade during the final quarter 
of last year was in part responsible. This was a marked 
change from the situation a year and a half earlier when 
a credit squeeze and potential run on sterling in Septem- 
ber 1957 resulted in the unprecedented boost in the 
Bank rate to 7%. In April a combination of seasonal 
factors and continued firmness of the pound sterling in 
foreign exchange centers enabled the sterling area to 
increase its reserves of gold and convertible currencies 
by the equivalent of $112 million (the largest monthly 
gain since May 1958) and on May 1 reserves of the 
area were $3,251 million, the highest since 1951. To 


what extent higher interest rates in New York may re- 


sult in some switching to dollar assets and a slight 
weakening of the pound is not clear at this date. 


However, Sir Oscar pointed out that two major 
problems remain. ' 

The most important is the problem of density of 
population, 17 to 18 times that of the United States. 
This, coupled with an intense desire to improve living 
standards (with consequent increases in imports) has 
led to a situation where Britain must export twice as 
much in volume as before World War II... That they 
have been able to maintain their trade position in the 
past year has been due to a 10% drop in cost of im- 
ports and a “bold and resolute” monetary policy. Al- 
though it would be difficult to maintain exports to raw 
material countries suffering from falling receipts, Sir 
Oscar, who described himself as a “pessimist”, was 
moderately ‘“‘cheerful” that it could be done. (Discus- 
sion of effects of the establishment of the European 
Economic Community on Britain’s trade and/or the 
possibility of establishing some sort of Free Trade Area 
was conspicuous by its absence in most conversations 
with British businessmen, although some noted the 
greater importance of Commonwealth Trade. ) 


The other problem relates to convertibility. The 
pound is not yet fullv convertible for the internal hold- 
er, and Sir Oscar believes this should come in time. 

Anticipations about the budget were realized. Chan- 
cellor of the Exchequer Amory formally announced the 
switch in government policy from anti-inflation to “ex- 
pansion” of business. His aim was to attain the highest 
levels of industrial production and employment con- 
sistent with maintenance of sterling’s strength and price 
stability. The basic income tax was trimmed to 3834 % ~ 
from 42%29%, sales tax on certain goods (including 
beer) were reduced by varying percentages industrial 
firms were granted investment allowances; and repay- 
ments of certain postwar credits were arranged. It was 
estimated that the tax reliefs and repayments of postwar 
credits would release about 295 million pounds in 1959 
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and 370 million pounds in a full year. Considering the 
multiplier effect, it is obvious that the concessions 
would inject a powerful stimulus’ into the economy. 


The company officials we visited greeted the budget 
enthusiastically, with all cheerful that the changes would 
aid their expansion and also pave the way for higher 
dividends. 

One final note on the British political situation: the 
forthcoming British elections certainly were the topic 
of the day. While conversations with friends indicated 
that there is no major popular issue at the moment (and 
the outcome exceedingly difficult to predict) the im- 
portance of an appraisal of the economy or of any com- 
pany cannot be understated. 


France 


France presented the most intriguing picture to the 
Analysts. Paris looked more prosperous than for many 
years. More construction was in progress and the large 
mass of people seemed better dressed than ever before. 
A feeling seemed to prevail that for the first time since 
the war there is a government that governs and that the 
French could finally benefit from the tremendous indus- 
trial expansion of the last decade. 


The change this past year has been dramatic. Within 
a short time after the crisis that brought General de 
Gaulle into power, the budget deficit was slashed dras- 
tically through new taxes and cuts in public spending 
and subsidies, and the franc devalued by 17.55% to 
stimulate exports. Moreover, the French government 
had the power to make these policies stick. 


The nation’s economy has begun to show remarkable 
improvement. Recently released figures indicate that 
industrial output again is on the upswing after a mild 
slump that began before General de Gaulle took power, 
stemming partly from the general world recession, and 
partly from the deflationary measures of former Pre- 
mier Gaillard. Prices are holding relatively steady. 
Wage increases have been fewer and smaller. Export 
volume has been moving upward in past months led by 
increased shipments of steel, aluminum, industrial ma- 
chinery, autos, and certain textiles. Imports remained 
the same. As a result, the gap between exports and 
imports has narrowed, and in April the value of exports 
equaled 97% of imports. 

Gold and exchange reserves, which a year ago were 
rapidly dwindling, have been increased substantially 
(by about $1 billion since December 28) as a result 
of increased trade with the United States and the slow- 
ing down of the flight of French capital (and traditional 
French hoarding of gold). Savings are growing and 
the bank rediscount rate has been reduced to 4% from 
4.5% at the end of 1958, and 5% a year earlier. Most 
significant, the franc has been exceptionally steady and 
strong since devaluation. 

France has not solved its economic problems. Infla- 
tion, which long undermined the value of the franc, can 
reassert itself. Lack of housing still is a problem de- 
spite the favorable trend. Exports must be developed 
to continue to cover the cost of imported raw materials. 
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Most important, the situation in Algeria has not been 
resolved. 


But the trend is in the right direction, and the sta- 
bility of the regime gives assurance that economic re- 
forms will continue unchanged for some years. The 
economy is now able to face greater competition in 
world markets and in the Common Market area. A re- 
cent report by the Economic Community’s executive 
body forecast a 15% gain for French trade within the 
six-nation group as a result of initial barrier reductions. 
By contrast, initial gains by other partners in the Com- 
mon Market were placed at only 3 to 5%. Moreover, 
prospects for further increases of exports to the United 
States are good. France now appears on the verge of 
rapid progress. 


Italy 


The travelling Security Analysts spent a few days in 
Milan, the banking and commercial center of Italy. 
The city was crowded with visitors to the Annual Trade 
Fair. Many modern skyscrapers dotted the city. Ele- 
gant shops abound and prices for some goods seemed 
even higher than in the United States. Luxurious furs 
and jewels were in evidence at the opera. Actually, 
Italy is one of the poorest countries in Western Europe. 
The poverty in southern Italy is shocking to many 
Americans. Even in “prosperous” Milan, the depth of 
the wealth was made clear as we toured factories and 
learned that the average worker makes the equivalent 
of about $50 per month plus social wages (see Table 
5). Unemployment is still chronic, especially in the 
south. Per capita income is less than half the average 
of other Common Market countries. 


Since the war, Italian production and national prod- 
uct have expanded considerably. In 1958 the increase 
in industrial activity slowed and the growth of national 
product amounted to about 4% vs. 7% in 1957, with 
a good part of the 1958 lift coming from increased agri- 
cultural output. The economy is now coming out of 
the mild downturn and the rate of gain is expected to 
accelerate later this year. As in other countries, Italy 
had the most favorable payment surplus in its history 
last year as a result of a small contraction in imports 
of raw materials, steady exports and an increase in 
tourist spending. Foreign investments also plaved a 
large part in the 1958 payment surplus. With inflation 
checked fairly successfully, the Italian lire is considered 
one of Western Europe’s strongest currencies. 


The fundamental problem of the Italian economy re- 
mains that of stimulating investment to eliminate or re- 
duce tremendous unemployment. The Italians are mak- 
ing strides to alleviate the problems. The massive pro- 
gram for the development of southern Italy is progress- 
ing and the Government has had success in attracting 
foreign capital, especially from the United States. Lead- 
ing economists see further gains in this direction. The 
outlook does seem promising. Italians are hopeful that 
they will be in a strong position to meet the constantly 
growing competition within the European Economic 
Community. 
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West Germany 


It is West Germany that impresses the American 
most. To those of our party who had been in Germany 
during the war or immediate postwar period; to some 
who remembered Germany from pre-war days; and 
even to those who had never been there, the impact is 
astonishing. Scenes of the most extensive damage, Ger- 
man cities, are completely rebuilt, modern and bustling 
with activity. People are well dressed. Shops carry all 
kinds of merchandise—appliances, furs, jewelry, etc. 
Cars, large and small, throng the streets. A traffic jam 
in Frankfurt would rival anything in New York. The 
people are proud of a great accomplishment in regain- 
ing the position of one of the leading industrial nations 
of the world, and they are supremely confident about 
the future. 


Reviewing the economic scene, Dr. Ernst Matthien- 
sen, vice chairman of the Board of Governors of the 
Frankfurt Stock Exchange and general manager of the 
Dresdner Bank, noted that the tremendous surge for- 
ward of the West German economy moderated a bit 


in 1958, allowing them a little time to consolidate the | 


- position attained in earlier years. But it was no period 
of economic stagnation. Gross social product of DM 
222 billion was 6% in value and 4% in quantity higher 
than the previous year. Sizeable gains were scored by 
the automotive, plastics and electrical equipment indus- 
tries. The three soft spots were steel, coal and textiles. 
Despite the continued influx of refugees (about 200,- 
000 per year) unemployment was kept at reasonable 
levels. In recent months, the economy has again turned 
upward. Construction has been rising sharply; pros- 
pects for the steel induestry have improved; and unem- 
ployment has fallen to 519,000 (end of March 1959), 
the lowest level since the curreny reform of 1948. 


According to Dr. Matthiensen, the most important 
“asset” in the current picture is the very favorable con- 
dition of the capital market. It was this element that 
provided a strong impulse to business last year and can 
be expected to provide an even stronger one this year. 
Simply, the rate of interest dropped from 8% in the 
fall of 1957 to 5% by March 1959, and it is expected 
to be maintained at this level. The rate of savings rose 
from 5.7% of total private income in 1956 to 8.8% 
in 1958. This increase in saving (another reflection of 
prosperity) has also resulted in a renewed interest in 
stocks and a growth in a mutual fund movement. Heavy 
new issues of stock have failed to satisfy demands of 
the public and “institutional buyers”. The recent boom 
in the stock market was not based on fears of inflation, 
but the reduction of rates of interest, which Dr. Mat- 
thiensen felt was justified by the growing supply of sav- 
ings. Moreover, he noted that present stock market 
prices also are anticipating that the recent lowering of 
corporate tax will result in dividend increases. 

The favorable foreign trade figures, continued sur- 
pluses in balance of payments, and accumulation of 
gold and foreign reserves have resulted in an unprece- 
dented liquidity of the economy as a whole. The 
Deutsche Mark is fully convertible and one of the 
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strongest currencies in the world. As a result of this 
trend, West Germany is once again becoming an inter- 
national investor. Authorities are encouraging listing 
of foreign securities in West Germany and sizeable for- 
eign bond issues are being placed there. To cite but 
one example, a DM 200 million 5% World Bank loan 
was sold in the week prior to our visit. 


Dr. Matthiensen expressed confidence that the Euro- 
pean Economic Community will result in material prog- 
ress for all countries. German companies are facing 
the development with sound optimism and are sure that 
the years to come will see the continued growth of 
German business. 


The problem is in the political sphere. Although 
there was little mention of the Berlin crisis, there was 
fear expressed in some quarters that if West Berlin falls, 
so may the rest of Germany. It seemed clear that 
unification of Germany was uppermost in many Ger- 
man minds. 


The Netherlands 


Our picture of Holland also was one of increased 
well being (despite the fact that wages here are among 
the lowest in western Europe); of a stable government 
and economy; and of a tremendously resourceful peo- 
ple. With few natural resources, the leading companies 
of the country have invaded the world’s markets in the 
past decade or two with conspicuous success. 


Looking at recent economic results, the Dutch econ- 
omy reached the bottom of the recession in the second 
half of last year and has recently been showing rapid 
gains. Production in the first quarter of the year was 
up 44%2% vs. a 4% increase in Germany, and the 
trend is expected to continue. The improved trade 
position was emphasized here too. The balance of 
payments showed a surplus of at least 1.3-1.4 billion 
guilders, vs. a deficit of 367 million guilders for 1957 
(a surplus of 500-600 million is considered normal) 
with the spectacular improvement brought about by 
sharp reduction in imports and by heavy sale of Dutch 
securities to foreign buyers. The Dutch have mixed 
feelings about American purchases of stock, for while 
the increase in foreign currency is important, they real- 
ize that part of their capital is being transferred to 
foreign hands. Gold and exchange reserves were up, 
and the guilder continued a hard currency. 


Dr. P. A. Blaisse, a lawyer and economist, spoke to 
us, and emphasized that the key to their economic out- 
look is the very dense and growing population. With a 
population of 11 million people increasing by 150,000 
annually (or faster than any other European country) 
Holland is one of the most densely populated countries 
in the world. For this reason, one of the basic facts of 
life for the Dutch is that they must find work for 
everyone. Dr. Blaisse stressed the need for capital and. 
a bold investment program to expand production and 
to build an industry strong enough to compete with 
other countries. 


The importance of foreign trade was also reiterated 
by Dr. Blaisse. Pressed against the sea and lacking 
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raw materials, the Dutch must trade; and with an ex- 
panding population, trade must be substantial. Foreign 
trade, both imports and exports, account for some 80% 
of the national product of the Netherlands. Exports 
and imports to five or six community countries account 
for 42% of total. European economic union is an 
absolute necessity for this country. Moreover, recog- 
nizing the “reciprocal” factors in the political and eco- 
nomic field, Dr. Blaisse made a plea for a strengthening 
of the powers of the Community in the political field. 
No matter what happens, he feels that the Netherlands 
would be at the forefront of this development. 


CONCLUSION 


This is the European picture seen by members of 
the New York Society of Security Analysts. It is one 
of improved national and private finances; a high rate 


of investments based on corporate and private savings; 
sharply increased productivity; and relatively full em- 
ployment with growing consumer spending. 

It is a picture of continuing rapid growth. The estab- 
lishment of the European Economic Community, join- 
ing six countries (Belgium, France, Germany, Italy, 
Luxembourg and The Netherlands) is expected to go 
forward, with important gains to all. Moreover, during 
the next decade, Europeans will participate in the gains 
of the economy to an extent unknown before. Refriger- 
ators, radios, television sets, convenience foods, phar- 
maceuticals, autos and all sorts of “hallmarks of the 
American scene” will become more evident in Europe. 

It is indeed this picture that has led to renewed in- 
terest in Europe’s foreign securities, and these consider- 
ations that must help us make future investment de- 
cisions. 


Company Executives Express Appreciation 


Typical of the reaction of the 30 
European companies visited by the 
New York Society of Security An- 
alysts, are the four following letters 
from corporate executives. All were 
addressed to Ralph A. Rotnem, presi- 
dent of the New York Analysts. 


THE UNITED STEEL COMPANIES LIMITED 
17 WESTBOURNE ROAD 
SHEFFIELD 


Dear Mr. Rotnem: 


Many thanks for your letter of the 
11th instant, from which I am pleased 
to see that those members of your So- 
ciety who came to see us in Sheffield 
found their visit interesting and in- 
structive. 

I may say that we, on our part, 
were delighted to see them and will 
always be pleased to receive visits 
from any members of your Society 
when they are over on this side. 

Yours sincerely, 
A. J. Peech 


Managing Director’s Office 


Society ANONYME AU CAPITAL 
DE 14,557,130,000 FRANCS 
7 RUE Louis-DAVID 
PARIS 
Dear Mr. Rotnem: 

I thank you very much for your 
letter of May 11 from which I was 
pleased to note that your recent visit 
with us here in Paris appears to have 
been a satisfactory experience to you 
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and the other members of your So- 
ciety. 

We in our turn welcomed the oppor- 
tunity to entertain our distinguished 
visitors and to give them an idea of 
what we are trying to do now and in 
the foreseeable future. 

With kindest regards. 

Yours sincerely, 
H. T. Pigozzi 


Le President Directeur 
General 


SAINT-GOBAIN CHAUNY & CIREY 
1 PLACE DES SAUSSAIES 
PARIS 


Dear Mr. Rotnem: 


Thank you for your kind letter of 
May 11 expressing the favourable 
memories you are keeping of the re- 
cent meeting which took place be- 
tween the members of the New York 
Society of Security Analysts on a mis- 
sion to Europe and the management 
staff of Saint-Gobain. 

As for us, we were most impressed 
with the appropriateness of the re- 
marks made by your colleagues, as 
well as with the pertinency of the 
questions which were put to us. 

Such confrontations allow the inter- 
locutors from both sides of the At- 
lantie to know each other better, and 
gradually contribute to the economic 
development of the western world we 
must all of us endeavor to promote if 
we want to save our common civil- 
ization. 

In this respect, such missions to 


Europe as the one you have lately 
conducted for the Security Analysts 
cannot fail to be most useful. 

I do hope that, some day, your So- 
ciety may have another opportunity 
to come over again to Europe: We 
shall always be most pleased to wel- 
come you here. 

Yours sincerely, 
Arnaud de Vogue 
Le President 


THE SOCIETY CF INVESTMENT 
ANALYSTS, LIMITED 
10, OLD BROAD STREET 
LONDON, EC2 


Dear Ralph: 


The memory of your visit remains 
very strongly with us, and, indeed, 
its repercussions were so considerable 
over here that we are still to some ex- 
tent basking in reflected glory. There 
is no doubt that a sudden realization 
seems to have come to some quarters 
here that Security Analysts may after 
all count for something, and our So- 
ciety has without question benefited 
considerably by a more serious inter- 
est growing here in our activities. 

The very small amount that we 
were able to do to assist in connection 
with your trip was more than re- 
warded by the pleasure we received 
from it. 

Yours ever, 
(signed) Francis 
W. F. Andrews 


President 


Columbia Gas 
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An Analyst Looks at 


EUROPEAN STOCK EXCHANGES 


by Monte J. Gordon 


AS MEMORIES OF THE European Field Trip fade, 
one of the over-all impressions which remains strong 
is that about the only points of similarity between the 
methods of operation of the New York Stock Exchange 
and other United States exchanges, and the various Eu- 
ropean stock exchanges, are the facts that they all trade 
in securities and they usually call themselves “stock 
exchanges.” 

From these two points of similarity, however, the fact 
of dissimilarity becomes so striking that in many cases 
it is almost incredible. There are, obviously, resem- 
blances between the methods of completing transactions 
so that one can see a sort of common denominator, but 
the range of variation is quite wide. 

For example, the reporting of volume of trading is a 
customary procedure on all exchanges in the United 
States. Indeed, the whole art of chart reading devolves 
around the fact that volume figures are available in 
conjunction with price. Without such information, the 
meaningful interpretation of charts would probably be 
impossible. On the London Stock Exchange, no fig- 
ures of volume, which could in any way be considered 
reliable, are given or are available. 

Indeed, the non-disclosure of volume figures is ap- 
parently a jealously-guarded right, although in London 
some of the younger elements are seeking to have 
these figures revealed. It is obvious that there is no 
great rush. As a result, when Analysts on the Euro- 
pean Field Trip asked London brokers about chart- 
making, they drew only blank looks, except when they 
spoke of charting statistics concerning industrial pro- 
duction or figures of a similar nature. In London, the 
volume of transactions is so small, and the supply of 
stock of such a nature, that the keeping of charts does 
not bear any great significance. 


t> 


BASIC INFORMATION “NIL” 


Not only are the figures concerning volume not made 
readily available, but on the London Exchange it is 
common practice not to report trades insofar as even 
price is concerned. Thus, for example, unless the “job- 
ber” on the London Exchange “marks” the trade, it 
may be that the transaction will be unknown to the 
general public and only known by those who are party 
to the transaction. The open information on U. S. 


Monte J. Gordon, research manager for Bache & Co., is a 
éraduate of Brooklyn College and holds a masters degree from 
Columbia University. For the past 11 years he has lectured on 
finance at Brooklyn College. 
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stock exchanges concerning prices and transactions is 
not only of interest, but it is basic to the reason for 
existence of these exchanges. But it does not hold true 
abroad. This, as is readily apparent, establishes an 
immediate point of sharp dissimilarity in basic concept 
between European exchanges and stock exchanges in 
the United States. 

To digress for a moment, I would not in any way 
belittle the efforts of the London Exchange, for exam- 
ple, to attract the general public into the stock market. 
The efforts on behalf of the London Exchange are of 
particular interest because they follow a pattern similar 
to that evidenced for so many years now by the New 
York Stock Exchange and its member brokers, and the 
American Stock Exchange and other stock exchanges 
throughout the United States. In the instance of the 
London Exchange (and particularly in the case of the 
continental European exchanges) it must be said that 
there is a long road to hoe. It seemed obvious during 
our visit that the extent of public knowledge and in- 
formation concerning securities and securities trading 


A “waiter” (center with finger pointing) in gold-braided 
topper and blue uniform, is calling the attention of a mem- 
ber of the London Stock Exchange. His title, like that of 
waiters of Lloyds, derives from the days when business was 
transacted in London coffee houses. 
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“Fourteen hundred! Fourteen hundred!” Now, 
whether any of the New York Analysts heard this 
ery when they recently visited the London Stock 
Exchange is not known. It means that one too 


many (the one having no right to be there) is on 
the floor of the Exchange. His exit is rapid. The 
ery “Fourteen hundred” dates back to a time 
when there were exactly 1,399 members. 


was slight, outside of the relatively small group inti- 
mately concerned with such matters. 


Possibly the most interesting point of difference in 
methods is that of the comparison between the special- 
ist on the floor of the New York Stock Exchange and 
the American Stock Exchange and similar figures on 
the floors of the London and other European ex- 
changes. 


On the London Exchange, the closest thing to the 
specialist is the so-called “jobber.” It is his function to 
“make a market.” He does not, however, bear the same 
element of responsibility to the operation of the Ex- 
change as is borne by the specialist here in the United 
States. For example, the jobber buys and sells for his 
own account and may, at his discretion, not even make 
a trade. The specialist on the U. S. exchanges, on 
the other hand, must place public interest first in his 
responsibility for “making a market.” There are sev- 
eral “jobbers” in any particular stock on the London 
Exchange, and in one instance the number of jobbers 
runs as high as 28! Imagine, 28 “jobbers” making a 
market in the same stock! While the New York Stock 
Exchange has, in certain active stocks, more than one 
specialist, it is certainly something to consider when 
you think of what it would be like if there were 28 
specialists in one stock on the floor. 


FUNCTION OF LONDON BROKERS 


A further point of interest and dissimilarity is the 
position of the broker. On the London Exchange, the 
broker and the jobber are very sharply differentiated, 
and the functions of one does not in any way overlap 
with the other. The broker can only execute orders 
as an agent and at no time can take a position or deal 
from his own account, whereas the “jobber” is always 
dealing from his own account. Here in the United 
States, of course, members of an exchange who are 
not specialists oftentimes deal in securities as the prin- 
cipal. The broker can “stop” a stock with a “jobber” 
but cannot force the “jobber” to sell stock in any par- 
ticular quantity or at any price; but once quoted, the 
broker can take up the offer. 

On the London Exchange floor, while there are no 
physical posts as we know them here in the United 
States, there are definitely assigned areas of trading for 
the different industrial groups. It is in these areas that 
a collection of “jobbers,” dealing in a particular secur- 
ity, are to be found much in the same manner as a 


32 


“crowd” on the floor of the N.Y.S.E. gathers around 
a trading post. 

Another interesting point about the manner in which 
the “jobber” operates is that when the broker ap- 
proaches for purposes of affecting a transaction, he asks 
the “jobber” what the market is, without indicating at 
any time whether he wishes to buy or sell. This was 
emphasized by the London Stock Exchange as an off- 
setting factor to the obvious strong personal interest 
of the “jobber” in fluctuations of stocks which he han- 
dles, as indicating that he did not know which way the 
broker was going to turn. Obviously, however, the 
successful trader on the floor of any exchange, while 
indicating he may be buying or selling, will tend to hold 
back other pertinent information until he sees what the 
market is. Therefore, the point of dissimilarity is not 
as great as it might seem to be upon initial discussion. 
There is no unit of trading on the London Exchange 
except customary market usage. Also, so far as the 
“jobber” is concerned, there are no written rules of 


dealing with respect to unit of trading. He is simply 


morally bound to make a market in reasonable amounts. 


12,000 LISTINGS ON LONDON EXCHANGE 


One of the most interesting aspects of the London 
Exchange, which differs greatly from our own, is the 
fact that there are 12,000 issues listed on the Ex- 
change. Before the reader becomes overwhelmed by 
this number (there are about 1,500 issues listed on 
the N.Y.S.E.) it is important to realize that there is no 
over-the-counter market as such in either London or 
any other financial center of the world. That is, the 
great portion of stocks, which are traded in our so- 
called over-the-counter market, are traded on the floors 
of the various European exchanges as listed securities. 
Thus, of course, there are many more issues actually 
traded here in the United States than abroad. 

Another highly interesting feature of the London Ex- 
change is the settlement periods and “contango.” On 
the London Exchange, it is possible to begin trading 
at the beginning of a settlement period, which lasts 
about two weeks, and to establish and completely lig- 
uidate a position before the settlement period has end- 
ed, thereby putting up no cash at all. This is the man- 
ner in which the London Exchange obtains a method 
of trading similar to our margin trading. The purpose 


When British investors speak about Kangaroos, 
Imps and Gussies they’re not about to embark on 
a safari. “Kangaroos” are shares of Australian 
stock traded on The (London) Exchange. “Imps” 
indicate ownership of Imperial Tobacco Co., Ltd. 
And if you’re seeking shares of Great Universal 


Stores, then you’re interested in “Gussies.” 

Also, when British stock brokers refer to 
“Emmies,” they are not talking about television 
awards. These are shares of Electrical and Musi- 
cal Industries, Ltd. 
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of “contango”—as it is called—is to carry over into 
the next settlement period those purchases or sales 
which are undertaken in one settlement period and not 
closed out by the end of that period. 

Apparently, “contango” is fairly unusual, but it is 
certainly interesting as a trading device, as is the fact 
that payment for purchase of a security need not be 
made until the end of a settlement period. 

The pattern is similar with regard to other European 
exchanges. In Frankfurt, the position of the specialist 
is evidenced physically by a rectangular counter set in 
the middle of the trading floor. Along the counter are 
the various posts where stocks are traded, which is 
evidenced by the specialist standing there. In the center 
of this rectangular counter structure is the board where 
prices are recorded. As of this date, the Frankfurt Ex- 
change is still using a blackboard type of operation. 
An electric board is nowhere to be seen. 

The Frankfurt Exchange, incidentally, is completely 
new, having been rebuilt after the war, and is a very 
beautiful structure with a very large amount of floor 
area. As in the case of American exchanges, brokers 
maintain their phone connections around the periphery 
of the floor. Quotations and transactions are conducted 
on a face-to-face basis by the brokers dealing directly 
with the specialists and among themselves. It is inter- 
esting that there are only 70 members of the Frank- 
furt Exchange, all of whom, as I understand it, are 
banks. 

This, then, is the entire stock market in Frankfurt, 
with the trading in securities done among the 70 bro- 
kers. One who is accustomed to the broad markets of 
the United States finds it a shattering experience to 
realize how thin the market actually is, with the thinness 
emphasized by the relatively small number of shares 
actually available for trading. 


MUCH ACTION ON PARIS BOURSE 


The French Bourse, as the stock exchange in Paris 
is known, provides one with a tremendous physical ex- 
perience. This is an enormous edifice dating back many 
years. It is in the process of being refurbished. Upon 
‘entering the building, one becomes immediately con- 
scious of a strong current of noise. When one reaches 
the floor, this current of noise erupts into a tidal wave 
that literally drives you back. Transactions are con- 
ducted in the various stocks at different areas of the 
floor, which is separated by industrial groups. Again, 
a chalkboard operation is used, with the chalk boy 
wearing headphones as he puts down quotations and 
markets as received. 

The traders on the floor stand around a semi-circular 
railing which represents the post for the particular 
group of securities being traded at that board. The 
traders shout their purchase and sales prices to the spe- 
cialist who is in the center of this semi-circular struc- 
ture. Obviously, the traders standing farthest from the 
specialist are making every effort to be heard and seen, 
and the Bourse is a sea of constant rapid movement 
with much bustling and pushing and yelling. In fact, 
the operation was being explained to me by one of the 
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New York Analysts outside the Frankfurt 
Stock Exchange. 


brokers, who was not down on the floor because his 
voice had given out. The French Bourse was probably 
the noisiest and the most physically active of all the 
exchanges we visited. 

Probably the most interesting aspect of trading on the 
French Bourse is the velvet-covered rail in the center of 
the floor around which the brokers stand. This area, 
at which there were about 10 brokers standing when 
the Analysts visited the exchange, is the calm in the 
midst of this vast noise. Actually, trading on the floor 
of the Bourse is done by agents of the brokers and not 
by the brokers themselves. We were able to walk 
freely around the floor of the Bourse, and it was a 
great temptation (for those who spoke French) to place 
an order. 


GOOD TRADER NEEDS LOUD VOICE 


Again, as in the instance of the other exchanges on 
the Continent, there were only about two hours of trad- 
ing each day. Bond trading is conducted on the French 
Bourse in a completely separate area, which is much 
quieter by contrast with the main floor of the exchange. 
My total impression of the French Bourse was one of 
great physical movement and that to be a trader you 
had to be in good condition, particularly as far as your 
larynx is concerned. 

The Amsterdam Exchange was not trading at the 
time we were there, and trading did not begin until 
after we had left. This, again, is a relatively large floor 
area without any physical posts for trading purposes on 
the floor itself; but the centers of trading in particular 
securities were set by the position that the corner man 
(who resembles our specialist) took. This, too, is a 
condition characterized by only a few hours of trading 
daily and a relatively small market. 

On the Amsterdam Exchange, the counterpart of the 
specialist in the United States is the so-called “corner 
man,” who, again, is to be differentiated from the 
broker. The “corner man” receives his orders from 
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the commissionaries (brokers), who in turn receive 
their orders from clients and banks. The latter are 
also members of the exchange. The “corner man” re- 
ceives a commission and supplies stock. Purchases 
are made on the middle quotation between the bid and 
the ask. The broker can notify a “corner man” at 
some point during the day that he will take the middle 
quote and the trade will be effected at that level. As on 
the London Exchange, you can only be a “corner man” 
or a broker, not both. 


Members on the Amsterdam Stock Exchange are 
private individuals from limited liability companies and 
the memberships are negotiable. There are 500 mem- 
bers, representing 300 firms on the Amsterdam Ex- 
change. 


A common characteristic of all the exchanges on the 
Continent and England is the standard of ethics. This is 
perhaps best shown by the slogan of the London Ex- 
change, which is: “My word is my bond.” Thus, here, 
too, the volume of trading, whatever it may be, is on 
a verbal basis, with a man’s spoken word representing 
a binding contract. This, of course, is in keeping with 
the pattern of exchanges in the United States and un- 
derscores the high standard of ethics characteristic of 
stock brokers throughout the world. 


Obviously, it was impossible in the short period of 
time available on our trip to delve into all of the tech- 


‘P. F. J. de Kok, chairman of the Amsterdam 
Stock Exchange, made the following observation 
while addressing the New York Analysts: Insofar 
as we know the United East India Co., founded 
in 1602, was the world’s first joint stock company. 
And only this month (April 1959) we commemo- 
rated the 350th anniversary of the sailing from 
Amsterdam of a vessel of the East India Co. 
under the command of Henry Hudson. On that 
voyage he discovered an island which you know 
as Manhattan. 


nical aspects of differentiation of trading techniques. 
The points I have mentioned are the most obvious varia- 
tions and highlight some aspects of differences between 
the exchanges of the United States and Continental 
Europe. 

Fundamentally, the differences lie in the volume of 
trading; the number of members of exchanges; the 
manner of payment; the amount of hours of trading; 
and the amount of data available for public inspection. 
In almost all instances the exchanges in the United 
States have more, securities; wider and broader markets; 
more highly developed sources of public data; and a 
far greater public participation. 


othe 


BALTIMOR 


The largest steel plant in the world is operated here by Bethlehem Steel 
Company. General Motors, Western Electric, American Smelting and Refining, 
Eastern Stainless, Diamond Alkali, General Electric, Westinghouse, American Can, 
Continental Can, Koppers, Armco, Revere, Kaiser, Glidden, Martin, Bendix Radio 
are just a few of the nationally known organizations with extensive facilities 

in the Baltimore area. Kennecott is building a $30,000,000 copper refinery 


scheduled to begin production this year. 


Since 1950, in keeping with industrial expansion, the population of the area we 
serve has grown approximately 44% faster than the national average. 


UN 


BALTIMORE GAS AND ELECTRIC COMPANY 


Serving one of America’s great industrial centers 


34 


E’S PO 


RT 


NATION’S gu 
LARGEST WORLD PORT IN 
FOREIGN TONNAGE-I958 


Serving one of 
America’s great 
industrial centers 


HUN 


Dividends paid on the common 
stock continuously since 1910 
—always earned-never reduced. 
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Economic Development 


“United Fruit Company enterprise has opened up vast areas of low, hot, This is the substance of a report on the 


Company’s contribution to the economic 


humid and heavily forested terrain... It has supplied the basic facili- development of Middle America. Made by 
: : eer ee 5 _ Sr. Galo Plaza, ex-President of the Repub- 
tues—roads, railways, port and communication facilities, electric power lic of Ecuador, and Stacy May, well-known 
; 3 ; a economist, it is seventh in the independent 
establishments, hospitals and schools... It has introduced modern sci Pa cicclh Goce orc Uatel Siar Bose 
entific agricultural methods and equipment, and has trained hundreds Performance Abroad. NATIONAL PLAN- 
NING ASSOCIATION, 1606 NEW HAMPSHIRE 


of thousands of local inhabitants in their use...” AVE., N.W., WASHINGTON 9, D. C. 


United Fruit Company 


General Offices: 80 Federal Street, Boston 10, Mass. 


COLOMBIA + COSTA RICA + CUBA + DOMINICAN REPUBLIC « ECUADOR « GUATEMALA * HONDURAS « NICARAGUA + PANAMA 


Flecttic 


Plastic 
crapiizets 


Three Months Ended March 31 


1959 1958 
FIRST QUARTER Consolidated Sales $14,980,000 $12,962,000 
Consolidated Income Before ’ 
COMPARATIVE Taxes $1,627,000 $684,000 
Consolidated Income Taxes 842,000 314,000 
CONSOLIDATED SALES Consolidated Net Income $785,000 $370,000 


Earnings Per Share on 
AND NET INCOME 719,962 Shares $1.09 $ .51 


(Outstanding March 31, 1959) 


(The foregoing figures are subject to examination by our independent Certified 
Public Accountants.) 


FERRO CORPORATION 


4150 EAST 56TH ST. * CLEVELAND 5, OHIO 


European Equities for the American Pension Fund 


by T. R. Lilley 


I SHOULD LIKE TO REPORT on our European trip from 
the viewpoint of the institutional investor, specifically 
the pension fund. My comments will center almost en- 
tirely on the five countries we visited. These were the 
United Kingdom, France, Italy, Germany, and the 
Netherlands. I shall mention a number of problems I 
believe the potential institutional investor must consider 
and call attention to several factors of general economic 
importance in investing in these countries. 


Problems: Taxes 


The first problem is that of taxes. Most of these 
Western European nations levy taxes on dividend dis- 
tributions by local corporations. These taxes, which 
would be applicable to dividends paid to American pen- 
sion funds, vary from 3834 % for the United Kingdom, 
to 25% for West Germany, and 15% for France and 
Italy. By treaty arrangement the Netherlands does not 
tax dividends paid to Americans. 


Such taxes are important to the pension fund since it 
pays no United States income taxes and, therefore, has 
nothing against which to offset these levies by foreign 
governments. I must, however, mention two points 
which tend to mitigate this apparently serious disadvan- 
tage. The first arises from the markedly different divi- 
dend policies followed in the United States and in 
Europe. Whereas corporations in this country com- 
monly pay out 60% of profits to shareholders, divi- 
dends in Europe are more often on the order of 25% 
of profits, if profits are figured on the basis of account- 
ing practices followed in the United States. Hence, the 
tax on distributions tends to be less than one might 
expect. The second mitigating factor concerns the tax 
rates. Except for the United Kingdom, the rates are 
modest and the Netherlands levies no tax at all against 
the American investor. 


Information 


‘A second problem for the United States investor is 
the dearth of published information on European com- 
panies. European companies report less frequently and 
give less financial information than do American com- 
panies. In attempting to offset this disadvantage the 
analyst must be prepared to do much more careful re- 
search work than he would in investigating an American 
company. However, one must recognize that firms and 
individuals in Europe, and even some in this country, 


T. R. Lilley, investment manager of Standard Oil Co. (New 
Jersey), holds a masters of business administration degree 
from Columbia University. He has been with Jersey Standard 
since 1948. 
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have been and are investing successfully in European 
enterprises. The task of the American fund manager is 
to seek guidance from these investors and follow their 
procedures. 

Lack of information may be less of a disadvantage 
to the pension fund manager than to certain other in- 
vestors. For example, while the individual American 
investor commonly seeks the maximum amount of in- 
formation to enable him to time his commitments pre- 
cisely, it is often not feasible for the pension manager 
to attempt to forecast short-term price movements. For 
this reason the lack of data such as interim sales and 
profit figures, which the European corporation usually 
does not report, might be of only marginal importance 
to the pension manager. 

There is evidence, however, that the amount of in- 
formation being made available by European firms is 
increasing. The international companies domiciled in 
the Netherlands are showing the way. Wherever we 
visited on our trip, company officials were cooperative. 
Furthermore, modest but significant moves toward 
changing applicable laws are being made. In Germany, 
for example, we learned of a proposed change in the 
corporation law to broaden materially the requirements 
for corporate reporting. 


Monetary 


A third problem is the monetary. Our pension funds 
are designed to meet liabilities stated in United States 
currency. All investments must, ultimately, produce 
dollars; and one must admit that in the past it has fre- 


“quently been difficult to secure dollars from foreign in- 


vestments. 

Despite this, I feel that indications for the present 
and future are favorable. Many United States firms 
have been able, over a long period of years, to operate 
successfully in foreign countries and to repatriate earn- 
ings from their foreign investments. Currency reserves 
abroad are growing, and free external convertibility of 
currencies has been established by the principal nations 
of Western Europe. Finally, founding of the Common 
Market, discussion of a possible free trade area, and 
repeated negotiations for general tariff reduction all 
point in the direction of freer convertibility over a 
period of time. 


Governmental Actions 


A fourth uncertainty is the risk of adverse govern- 
mental actions of various types. Certainly this is an im- 
portant consideration in many -parts of the world, but I 
feel that it is not today a major risk in most of the 
Western European nations. In fact, the evidence points 
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to increased awareness by the several governments of 
the benefits of free private enterprise and an attractive 
climate for investment. West Germany provides an out- 
standing example of this awareness. 


Thin Markets 


A fifth problem for the institutional investor stems 
from the thinness of the equity markets in Europe. 
Although it is difficult to find precise figures on sales 
volume at the various exchanges, we have definite indi- 
cations that volume is small in comparison with that of 
the New York Stock Exchange. While share volume on 
the London Exchange is the largest in Europe, it is 
materially smaller than that of the New York Stock 
Exchange. Volume on the Paris Bourse is reportedly 
about one-third that of New York, while Frankfurt’s is 
perhaps one-tenth. Thus, it might be difficult either to 
buy or sell in volume. 

Over the long term, the answer to this problem may 
develop from broadened participation in the European 
equity markets and increased issuance of shares. West 
Germany provided the only direct evidence I can recall 
of a current trend in this direction. There the govern- 
ment has recently marketed very successfully “people’s 
shares” —participation in government-owned enterprises 
—to the public at large. Additional issues are being 
considered. In addition, there was comment in Ger- 
many of a trend toward the issuance of shares at prices 
related to market rather than par value, which has been 
the traditional usage. In many cases market values are 
far greater than par. Hence, the trend, by promoting 
higher realization for the issuing company, would prob- 
ably stimulate the issuance of equities rather than debt 
—the procedure most frequently followed in the past. 


Mechanics 


A sixth problem for the American investor is that of 
mechanics. Since shares in European enterprises are 
generally bearer instruments, the American investor 
needs to arrange through the company or a European 
bank for the conversion into dollars and collection of 
dividends, and for the exercise or sale of any rights 
accruing to him. When American Depositary Receipts 
are available the American Depositary takes care of 
these problems; but in the case of ordinary shares, the 
fund manager has to arrange for local handling. How- 
ever, I feel that institutional investors such as pension 
funds, because of the large volume of their transactions, 
can make more economical arrangements for dividend 
remission and exercise or sale of rights than individual 
investors. 


Receptivity of Local People 


In concluding this review of problems facing the pen- 
sion fund investor, I should like to examine briefly the 
question, “Is the American investor welcome?” I felt 
there was a conflict in the minds of some of our Euro- 
pean hosts on this point. On the one hand, there was 
a justifiable pride of achievement, a desire to be hos- 
pitable, and a wish to promote their countries and their 
individual enterprises. On the other, there seemed to be 
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a fear that substantial buying by Americans would push 
the price of scarce local equities up to dangerous, specu- 
lative levels. Closely allied with this fear was the feel- 
ing in some places that United States money was not 
needed. In West Germany, in particular, there was a 
desire to export rather than import capital. 

I wonder how seriously we can view these arguments 
as evidence of an enduring problem. Forecasts indicate 
a world-wide capital shortage for the foreseeable future. 
This need for capital is deeply rooted in basic desires 
for more leisure and higher wages. Thus, automation 
must become ever more important; and the countries of 
Europe, like the United States, will probably need to 
marshal all available financial resources. For this rea- 
son I feel that any broadening of the capital base (which 
is inherent in the purchase by United States investors 
of European securities) can only be beneficial to the 
European people in the long run. 


Economic Growth: Background 


Let me discuss with you briefly my impressions of 
the economic trends in the areas we visited. Very sub- 
stantial economic growth has taken place in recent years 
in Western Europe, and there is every indication it will 
continue. The people impress one with their industry, 
their pride in their work. There is evidence everywhere 
of hard work; dramatic examples are the many cities 
and industrial plants rebuilt and expanded since the war. 

Many firms appear to have very promising futures. 
They are low cost producers serving strongly growing 
markets. The managers appear alert and farsighted. 
Research is emphasized—a factor especially noteworthy 
in the case of the German chemical companies. There 
is general evidence of open mindedness, a desire of 
managers to study techniques in use everywhere and to 
combine the best for their own use. 

Management’s appraisal of the wage problem is ob- 
jective. Although wages in these countries are perhaps 
one-third to one-half ours, company officials recognize 
that wage levels will rise and are actively automating to 
maintain their favorable competitive position. 

Resources available in the capital markets seem to be 
increasing, especially in West Germany. This, of course, 
will facilitate modernization and mechanization of plant. 


Charts 


As both a basis for the progress I have mentioned, 
and an evidence of it, I should like to show you three 
charts on Gross National Product. Before doing so, let 
me point out that in 1957, the last year for which data 
are complete, the five countries we visited had a com- 
bined population of 206 million compared with 172 
million for the United States. The first chart, however, 
shows that the Gross National Product for the five 
nations combined was only some 44% of the com- 
parable figure for the United States. The chart also 
gives some idea of the relative sizes of the several Euro- 
pean economies. 

The second chart shows an even sharper contrast. 
Gross National Product per capita in the five nation 


group was only 37% of the United States figure. The 
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Chart 1 
Gross National’ Product — 1957 
Dollar Equivalent in Billions 


UNIT UNITED GERMANY FRANCE ITALY NETHER: 
STATES KINGDOM LANDS EUR COUNTRIES 


Chart 2 
Gross National Product Per Capita — 1957 
Dollar Equivalent 
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UNITED UNITED GERMANY FRANCE ITALY NETHER- 5 EUROPEAN 
STATES KINGDOM LANDS COUNTRIES 


roe Chart 3 
Real Growth of Gross National Product 
Per Cent Per Year — 1952-1957 


U ITED GERMANY FRANCE NETHER: 5 EUROPEAN 
STATES KINGDOM 2 LANDS COUNTRIES 


Chart 4 


After Tax Return on Selected Equities 
1953-1958 


Per Cent Per Year 
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pattern within the five countries was roughly similar to 
that of the first chart. 

The third chart illustrates comparative economic 
growth. The rates shown are annual rates, derived from 
Gross National Product figures stated in dollars of con- 
stant value. The comparison is startling. The average 
growth for the five countries during the period was 
almost twice that of the United States, with Germany 
leading the group by a significant margin. 

The foregoing charts illustrate both that there has 
been dynamic economic growth in Europe in recent 
years and, if we use the United States as the standard, 
that demand in Europe is still far from saturated. Per- 
haps it would be unreasonable to project these excep- 
tional growth rates into the future; but I think they 
provide a reasonable basis for expecting a good rate of 
continued development for some years to come. 


Investment Return 


As a reflection of the points previously noted, I 
should like to introduce a chart showing the perform- 
ance of a number of European equities in the recent 
past. The European firms selected are companies I 
visited. DuPont, General Electric and the Standard & 
Poor’s 500 Stock Average have been added for pur- 
poses of comparison. Calculations are based on the 
principle that the American pension fund is benefited 
equally by return in the form of cash income or appre- 
ciation of principal. The dividends used in the calcula- 
tions are net after local withholding taxes. The chart is 
also based on the following assumptions: 


(a) The investment in each stock was made at the 
end of 1953. 

(b) All dividends received were immediately con- 
verted to dollars at then current rates of exchange. 

(c) All rights received were sold and the proceeds 
immediately converted to dollars. 

(d) The investment was sold at the end of 1958 and 
the proceeds converted to dollars. 


The rate indicated for each company on Chart 4 is 
the rate which, compounded annually, equates the initial 
investment with the stream of dividends, rights, and final 
proceeds. There is indication that the investor in some 
of these equities would have been handsomely rewarded. 
However, you will note from the marked difference in 
performance the extreme importance of selection among 
these equities. 

You will also note that while the two companies 
showing the highest returns are domiciled in the Nether- 
lands where no withholding tax is levied, the evidence 
of the list as a whole indicates that economic and in- 
dustry factors far outweigh taxes as determinants of in- 
vestment return. 


CONCLUSION 


Since the potential reward is generous, I feel the 
extra effort involved in the analysis of European securi- 
ties should be made. I further believe selected equities 
offer attractive possibilities for the diversification of 
pension portfolios. 
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From Northern States Power Company and the 4 states we serve 


PRESIDENT’S REPORT. cate 
Ee 


NSP pushes atomic power plant 
due for operation in 1962 


Northern States Power Company, in 
co-operation with the Atomic Energy 
Commission under the AEC reactor 
demonstration program, is engaged 
in the project of building a 66,000- 
kw atomic power plant, and thus is 
sharing the industry's efforts to 
develop new sources of power as re— 
placements for fossil fuels. 


SCHEDULED FOR COMPLETION IN 1962, 
the plant near Sioux Falls, S.D., 
will feed power into the NSP inter— 
connected system. 


It will be named The Pathfinder. 
And its purpose is to amass path— 
finding data on costs of generating jtomic Energy Commission—sharing in research 
electricity with atomic fuels in a  anq development costs. 
practical, full-size plant. 


NSP, as owner and operator, will invest a sum 
To this end, 10 other Midwestern commensurate with cost of a conventional fuel-— 

electric companies are joining NSP burning plant of comparable size and location. 

in the project and—along with the 


Research, development and construction costs 
are expected to total about $31,300,000. 


ADVANCED TYPE REACTOR AND SUPERHEATER will add 
to the efficiency of the Pathfinder plant. The 
Controlled Recirculation Boiling Reactor will 
use steam direct from reactor core to turbine, 
thus eliminating the need for an intermediate 
heat exchanger. - 


SOUTH BA Another forward step will be use of atomic 


fuel in the superheater. Along with other im— 
provements, these should help make atomic power 
more nearly competitive with today's fuels. 


At your request, we will be glad to send ad— 
ditional details on this new pioneering plant. 


COMPANIES CO—-OPERATING in this pro-— 
ject serve the shaded areas in six 

Midwest states. Through intercon— 

nections, they can also draw power 

from the Pathfinder plant. 


Northern States Power Company 


The Electronics Industry in Europe 


by . Louis H. Whitehead 


Obviously, a twenty-three day trip through five 
foreign countries is scarcely enough to constitute 
one an expert in foreign securities. Nevertheless, 
today’s speedy means of transportation and com- 
munication made it possible for members of the 
Security Analysts European Field Trip to interview 
officials of more than a score of leading companies. 
Our visit was purposeful rather than casual and we 
returned with very definite impressions of the com- 
panies which we visited. 


ALTHOUGH “ELECTRONICS” HAS BECOME a household 
word, and each of us comes in contact with its appli- 
cations many times a day, most people who use it prob- 
ably have a rather vague idea as to just what is meant 
by the term. The dictionary informs us that “electronics 
is that branch of physics which treats of the emission, 
behavior, and effects of electrons, especially in vacuum 
tubes, photo-electric cells, and the like.’ Accordingly, 
the electronics industry consists of those companies 
which derive all or a substantial portion of their income 
from the sale of.components or finished products that 
make use of the physical principles of electronics. 


American Research Led the Way 


Although Americans have led the world in develop- 
ing the electronics industry, many notable achievements 
have been made by the industry in Europe both during 
the war and subsequently. English scientists were re- 
sponsible for a number of advances in the field of com- 
munications and apparently German research virtually 
kept pace with our own until nearly the end of the war. 
Philips’ Gloeilampenfabrieken (Philips’ Lamp) was 
under German domination during the war and engaged 
in production of equipment for her armed forces. More 
recently, however, great strides have been made by 
Philips’ research staff and this huge concern is one of 
the most important industrial companies on the conti- 
nent. Many of its consumer products are distributed 
virtually on a world-wide basis. 


Knowledge of the impact of the war years is neces- 
sary to an understanding of the progress made by the 
electronics industry abroad and its position today. 
Frankly, Europe is behind America in utilization of 
electronics for a variety of reasons, but great progress 
has been made during the past five years and it is certain 
that the industry will continue to move ahead rapidly. 


Louis H. Whitehead is a partner of Nye and Whitehead. 
He has lectured and written extensively on investment topics 
for many years. Mr. Whitehead has been a lecturer at The 
New York Institute of Finance since 1941, and in recent years 
has conducted a course in investments at Hunter College of 
the City of New York. 
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The war had a much greater impact on European 
economies and European companies than was the case 
in America, and this undoubtedly is a principal reason 
why the electronics industry has not made such rapid 
progress abroad as it has in this country. With us the 
main problem after V-Day was conversion of plant 
activities back to civilian production. For the most part 
our people were prosperous and the pent-up demand 
for durable consumers goods was far above the capacity 
of industry to supply. It was during this period that the 
person who was able to buy a new car, for instance, 
considered himself a hero. The result was huge capital 
expenditures for new plant and expansion of productive 
capacity throughout American industry, electronics in- 
cluded. 


The situation abroad was entirely different. When 
the shooting stopped the greatest need was for the 
necessities of life—food, clothing and shelter. Obvious- 
ly, the initial problem was to rebuild war-torn factories. 
The people lacked savings and capital was scarce. 
While our domestic television industry was becoming 
firmly established, European peoples were still clearing 
up rubble in many areas and rebuilding their homes. A 
great deal of productive research work in electronics 
was done in Europe during the war years and immedi- 
ately afterward, but the television industry, for instance, 
lacked capital to develop and produce and the people 
did not have the money to buy sets. Things have im- 
proved greatly but television has not become so com- 
mon abroad as it has in America, and the same is true 
of other segments of the electronics industry. 


Nevertheless, when one understands the state of af- 
fairs that existed in 1946, the present position of the 
electronics industry is evidence of the amazing energy, 
resourcefulness and ability of European people. The 
accomplishments of Siemens & Halske since the end of 
the war, for instance, are little short of a miracle. When 
hostilities ceased most of the plants were in ruins. 
Masses of debris and twisted girders had to be cleared 
away before the slow process of rebuilding and retool- 
ing could begin. And capital was scarce. 


One of the senior officers of the compary told me 
that he and an associate visited the site of one plant a 
few days after the bombing stopped. As the two execu- 
tives viewed the scene of utter ruin a small group of men 
approached them and one asked when some workers 
might be re-employed. The reply was to the effect that 
no one could say anything on such a point. A few days 
later the same two men and another officer made a more 
extensive survey of the plant and again they were inter- 
rogated by a small group of former workers. The reply, 
as before, was to the effect that no facilities were avail- 
able to provide work. Immediately these men asked if 
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they might not speed things by helping in the task of 
cleaning up the site and when it was explained that 
there was no money for wages they volunteered their 
services. At the start a score of persons appeared but 
shortly hundreds of volunteers were engaged in the task. 
Before long one small section of the plant was restored 
so that repair work on certain types of equipment and 
appliances could be carried on. Within a few months 
one thousand people were employed. Today a fine 
modern plant, employing 7,000 persons, occupies that 
site. The present Siemens & Halske organization stands 
as a monument to the ambition, resourcefulness and 
ability of the German people. The concern is operating 
a large number of plants and overall employment is 
about 164,000 making the company one of the fore- 
most industrial enterprises on the continent. 


European Journey 


The Security Analysts European Field Trip gave one 
a splendid opportunity to make a survey of several im- 
portant industries, but the time spent in each center was 
necessarily limited. We met leading officials of various 
companies in the countries visited: England, France, 
Italy, Germany and The Netherlands, but the few hours 
we had with them were not sufficient for more than a 
survey of the scope of the activities and output of each 
concern. 


Undoubtedly, the most important feature of these 
visits was the opportunity of becoming acquainted with 
the top brass in so many leading industries. With a 
couple of notable exceptions, such as Royal Dutch, 
these men were reluctant to speak about the details of 
their businesses and, in several cases, the amount of 
information we obtained was limited. Nevertheless, 
many valuable contacts have been established and some 
of them are going to ripen into pleasant business rela- 
tionships and personal friendships. Some of us already 
were aware that business is conducted on a different 
basis in Europe than it is with us in America, but the 
significance of it was impressed upon us very speedily. 
For one thing, most European companies do not reveal 
so many details of their affairs in published reports as 
is the rule in America. The officials of those concerns 
see nothing strange about withholding certain types of 
information, and they are not accustomed to receiving 
visits from groups of inquiring security analysts. They 
were courteous and with one or two exceptions tried to 
be cooperative, but on more than one occasion I had 
the impression that they did not fully comprehend the 
purpose of our visit nor the basis for some of our ques- 
tions. Despite this, I feel the trip was very much worth- 
while. The contacts that have been made will be de- 
veloped and broadened as time passes. As we exchange 
ideas our European friends will gain confidence in us, 
making them willing to speak more freely, and they will 
come to an understanding of our motives in investigat- 
ing their companies. Time will be required to accom- 
plish this, but now that a start has been made it is up 
to each of us to cultivate the contacts that have been 

established. 
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Electronics in Great Britain 


While in England I had conferences with officials of 
Associated Electrical Industries, Limited, or A.E.I., and 
spent an entire day at the Rugby plant of the British 
Thomson-Houston Co., Ltd. This is one of the princi- 
pal divisions of A.E.I., which is the largest manufac- 
turer of electrical equipment in Great Britain. A.E.I. 
was formed in 1929 by merger of several leading com- 
panies including Metropolitan-Vickers Electrical Co., 
Ltd., and Edison Swan, Ltd. British Thomson-Houston, 
Ferguson Pailin, Ltd., and Hotpoint, Ltd. also were in- 
cluded and a number of other concerns have joined the 
group subsequently. Our General Electric Co. had a 
stock interest in the company for some time but dis- 
posed of it long ago. 


A.E.I. manufactures a complete line of electric equip- 
ment, communications equipment and domestic appli- 
ances of all sorts. It is understood that heavy equipment 
represents about 60% of annual turnover and con- 
sumers’ goods about 40%. One of the largest projects 
on which A.E.I. is engaged is that of building one of 
Britain’s first full scale nuclear power stations in con- 
junction with John Thompson’s, the boiler makers, in 
a company set up for that purpose, A.E.I.-John Thomp- 
son Nuclear Energy Co., Ltd. This station is expected 
to be supplying power to the National Grid by the 
winter of 1960. 

A.E.I. has over fifty plants in Great Britain and em- 
ploys 104,000 workers. It also has plants in India, 
Australia and South Africa. Assets of the concern total 
£121 million and the value of equipment sold in 1958 
was over £181 million. A.E.I. spends £5%. million a 
year in research and development and some notable 
achievements have been made by the staff. There are 
roughly 87,500 shareholders. 


Capitalization of A.E.I. consists of £25 million long 
term debt, two moderate sized issues of Preference 
Shares, and 38,178,581 ordinary shares of £1 each. 
The shares are popular in Great Britain, and American 
investors may buy ADRs which are available on the 
American Stock Exchange. The present market is 
around 8 and indicated per share earnings and divi- 
dends for 1958 were 55 cents and 21.8 cents Tespec- 
tively. The accounts are rendered differently in Great 
Britain than they are here, but generally speaking the 
quality of reported earnings is considered to be satis- 
factory. The price of the ADRs is far below the bull 
market high of 13 reached in 1955, and on that basis 
some persons may conclude that they are attractive. 
In my opinion, however, they do not represent an out- 
standing long term investment opportunity among equi- 
ties of foreign companies. 

There are many reasons for believing that the elec- 
trical manufacturing industry will not grow so rapidly 
in Britain as it will in Germany and the Netherlands. 
Moreover, I have reasons to believe that the leading 
companies in those countries have the benefit of better 
plants and better managements than A.E.I., even though 
I hold that concern in high regard. Furthermore, the 
values must be outstanding to attract me into any for- 
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eign stocks because in certain respects they represent a 
greater degree of risk for American investors. More- 
over, I am concerned about being unable to obtain de- 
tailed interim earnings reports. It simply is going to be 
impossible for us to keep closely informed about devel- 
opments in the affairs of this and other British com- 
panies, and, under such circumstances, I hesitate to 
become involved in their stocks. Furthermore, commit- 
ments made at this time subject one to the unusual risks 
attendant on the forthcoming British elections. My best 
contacts believe the Conservatives have gained strength 
during 1959, but while the election uncertainty prevails, 
equity prices probably wil be affected. 


A.E.I. was the only electrical manufacturer which we 
visited while in England, and it is the most important 
concern in the industry in Britain. It should be noted, 
however, that ADRs for ordinary shares of General 
Electric, Ltd. also are available on the American Stock 
Exchange. It is understood that heavy equipment rep- 
resents about 40% of this concern’s turnover with con- 
sumers’ goods items constituting about 60%. English 
Electric Co., Ltd. is another prominent unit in the Brit- 
ish industry. Its business is understood to be divided 
about half and half between heavy and light goods. 


No discussion of the electrical manufacturing indus- 
try in Britain would be complete without mention of 
Electric & Musical Industries, Ltd. whose ordinary 
shares of 10s. par value are represented by ADRs which 
are listed on the New York Stock Exchange, and selling 
around 7 at present. This is a large well-established 
company, the products of which include gramaphones, 
records, radio and television sets, refrigerators and 
other appliances and electronic equipment of various 
sorts. 

The company had sales of roughly $184.5 million in 
the fiscal year ended June 30, 1958. Its capitalization 
consists of £3.64 million of long term debt, two 
issues of preference stock totaling £3.46 million and 
10,064,000 ordinary shares of 10s. par value. 1958 
fiscal year earnings were approximately 64 cents per 
share and dividends amounted to 10 cents. Earnings 
have increased very markedly since 1956. Hence, the 
stock has attracted a broad speculative following and 
has given a splendid account of itself. We did not visit 
EMI but I was informed by knowledgeable persons that 
the management is aggressive and capable. 


Electrical Manufacturing in Germany 


Reference already has been made to the almost phe- 
nomenal progress that has been made by Siemens & 
Halske since the end of World War II. A senior officer 
proudly boasted to me that his company “ranks second 
in the industry in the entire world” (he did not explain 
what standard he used), being ahead of Philips and 
exceeded in size only by our own General Electric Co. 
Siemens & Halske is the largest enterprise in Western 
Germany in number of employees, about 178,000 but 
Krupp, the steel giant, has somewhat greater annual 
turnover. 


I was greatly impressed by what I saw during a day’s 
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visit to the Siemens & Halske plant at Karlsruhe, and 
would include the shares of the company (as well as 
those of the German banks) in any investment list of 
foreign equities. This view is expressed despite the fact 
that the situation carries an unusual risk in the sense 
that some 25 to 30% of the company’s assets are lo- 
cated in Berlin, which appears destined to remain a 
trouble spot indefinitely. 


Siemens is engaged in virtually all phases of the elec- 
trical equipment and electronics industry, with output 
running predominantly to heavy goods. The Siemens & 
Halske division concentrates on long range communi- 
cations equipment, relay switching facilities, instru- 
ments and components, teleprinters, etc., and its output 
represents about one-third of the overall total. 


The Siemens-Schuckertwerke division, which ac- 
counts for nearly one-half of total sales, produces heavy 
generating equipment for power stations, including nu- 
clear power apparatus. One smaller division produces 
consumers’ goods such as radio and television sets and 
household appliances, and another concentrates on 
medical and dental apparatus and technical products. 
Products of these divisions are among the finest avail- 
able anywhere in the world and the organization is 
carrying on a great deal of important research work. 


The plants are relatively new and in good condition. 
While Siemens & Halske operates primarily in Germany 
and Western Germany, it has offices in fifty-two coun- 
tries outside Europe and does business throughout the 
Free World. The export market is being developed 
aggressively. There is a plant in Brazil that employs 
over 300 workers and several smaller plants elsewhere 
in South America. At the end of the last fiscal year, 
September 30, 1958, Siemens was employing 164,000 
people and the distributing companies and factories 
abroad employed 15,000. 


It is virtually impossible for one to analyze this situ- 
ation by conventional methods for a number of reasons. 
For one thing, the annual report omits a good bit of the 
information that one finds in the reports of comparable 
American concerns. Moreover, accounting practices 
followed by German companies are very dissimilar to 
our own. Broadly speaking, the income statement ap- 
pearing in the annual report is more in the nature of a 
reconciliation of the balance sheet rather than a factual 
report of the earnings for the year. In private conver- 
sation officials stressed the importance of the company’s 
“hidden reserves,” but decline to reveal their amounts. 
In general it is the practice to make large write-offs and 
to report earnings only moderately in excess of the divi- 
dends paid. Amounts distributed as dividends are taxed 
at a rate of 15% but retained earnings apparently are 
taxed at an effective rate of 57%. The government had 
adopted various measures to encourage capital invest- 
ment, however, and many items are exempt from taxes. 
The final result is that there is little point in making 
comparisons of reported earnings with those of Ameri- 
can companies, but the figures do serve as a measure 
of the progress which Siemens has made over the years. 

For the September 30, 1958 fiscal year, consolidated 
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New steels are 
born at 
Armco 


HAVE YOU HEARD THE ONE 
ABOUT THE FELLOW WHO... 


. . . told the boys at the club -he thought the automobile people had gone 
overboard with these dashing new models 


. .. and then hurried out and laid his cash on the barrelhead for the biggest, 
most shapely, upswept beauty he could find? 


No doubt about it. 
Car sales are born on the drawing board. 


And the steel that made these designs possible was born at Armco in the 
late ’20’s. 


Until then cars were little more than boxes on wheels. The steel from which 
they were made “aged”’ almost overnight—became too brittle for stamping 
into shapely fenders and panels. 


The call went out for a new steel. 


And Armco created it—a “‘non-aging”’ steel that emerged from the tortuous 
body dies smooth and intact, even after months in storage. 


The automobile industry was never the same again. 


Exciting new designs captured the imagination of a wealthy nation. Soon the 
automobile was as much a part_of our lives as trousers and kitchen tables. 


A new steel had helped put a nation on wheels. 
New steels are always needed. 


Tomorrow, as yesterday, many of them will come from Armco—where new 
steels are born. Armco Steel Corporation, General Offices, Middletown, Ohio. 


—NARMCO STEEL 


RMCO 


Armco Division ¢ Sheffield Division ¢ The National Supply Company 
Armco Drainage & Metal Products, Inc. e The Armco International Corporation 
Union Wire Rope Corporation « Southwest Steel Products 


sales of Siemens & Halske were $794 million, of which 
plants outside Germany accounted for $95 million. A 
rapid rate of growth is apparent when the above figures 
are compared with 1949 sales of $137 million and the 
1952 sales of $305 million. Reported earnings for fis- 
cal 1958 were $1.72 per share as compared with $1.45 
fiscal 957 and 46 cents in fiscal 1952. An official told 
me that if the accounts were stated on a basis similar to 
that followed by American companies, true earnings for 
fiscal 1958 were more than $5 per share. The best 
study of Siemens & Halske that I have seen was pre- 
pared by the head of the research department of a 
prominent New York Stock Exchange member firm* 
which has specialized in foreign stock for many years. 
This study estimates true earning power of the company 
on three different bases and the results do not vary 
widely: $5.18, $5.26, $5.38. The same study estimates 
that “cash flow” (as we know the term) for fiscal 1958 
was well in excess of $6 per share. Sufficient to say 
that Siemen’s rate of growth is very obviously at a faster 
pace than the company’s American counterparts. 
Moreover, with ADRs for the shares quoted around 57 
at present, the indicated price-earnings ratio also is rela- 
tively moderate. 

Capitalization of the enterprise consists of $23 mil- 
lion of long term 712% bonds and $91.1 million of 
other medium and long term debt, representing some 
37% of the total. Capital stocks and reserves are car- 
ried at $201.4 million, consisting of $79.4 of reserves, 
$5 million of participating preference shares, and 8.96 
million common shares. It will be noted that by Amer- 
ican standards this is a very modest share capital for an 
enterprise of such size and the volume of sales per share 
is relatively high. 

It seems clear to me that Siemens & Halske is des- 
tined to continue its relatively high growth rate and I 
expect that the shareholders will benefit accordingly. 
The company has the great advantage of keen technical 
knowledge in every phase of electricity, and it is en- 
gaged in all branches of electrical equipment and elec- 
. tronics work, including computers, transistors and in- 
strumentation, which gives the concern some of the 
attributes of IBM, and Minneapolis-Honeywell as well 
as General Electric, Westinghouse and RCA. Further- 
more, the plants are in fine condition and there is an 
abundant supply of skilled, low-cost labor. The man- 
agement seems capable and far-sighted but probably is 
not so “adventurous” as the groups which run some of 
our electronics companies. The stock deserves con- 
sideration for any list of European equities, and if it 
were not for the large investment in Berlin, the shares 
probably would be selling considerably higher. Even 
so, they evidently have been subject to considerable 
accumulation in recent months because the recent quo- 
tation of 57 compares with a 1958 range of 23 to 29, 
20 to 26 in 1957, and a pre 1959 high of 29% in 1955. 

A report of this sort should not omit mention of 
Allgemeine Elektricits-Gesellschaft (AEG), the second 
major German electrical equipment producer, a con- 


*Burnham & Company. 
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cern in which General Electric owns a 9 percent in- 
terest. AEG is quoted around 49 at present. This is a 
large, well-established company but it does not have the 
investment appeal of Siemens & Halske. Interests of 
AEG are predominantly in the field of heavy generating 
and transmitting equipment with consumers’ goods 
making up a little less than 25 per cent of the total. 
AEG is a large and important business enterprise, but 
because of the slower growth rate and less interesting 
product mix, Siemens & Halske shares should receive 
preference. 


N. V. Philips’ Gloeilampenfabrieken 


Philips’ Lamp needs no lengthy discussion in a sur- 
vey of this sort because, next to Royal Dutch, it is the 
best known of all European equities. The shares have 
been growing in popularity among American investors 
for several years and more recently have been subject to 
accumulation by a number of mutual funds. The mar- 
ket has reflected this interest in notable fashion and the 
present price of 82 for the 50-guilder shares compares 
with a range of 29% - 65 for 1958. On the basis of 
Philips’ past record and well-entrenched position in the 
industry world-wide, the shares must be considered the 
premier electronics equity in Europe, of a quality close- 
ly comparable to our best. 


Philips’ management provided a special tram to 
transport our group back and forth between Amsterdam 
and Eindhoven where the home office and principal 
plants are located. We were cordially received, gra- 
ciously plied with refreshments and entertained at a 
sumptuous luncheon, but the management supplied a 
minimum of the information of the type which is sought 
by security analysts. We were told of the company’s 
research work but were not permitted to learn much 
about it. We were taken on a tour of several plants 
where certain types of routine operations were being 
carried on. Chairman Otten spoke very enthusiastically 
about the company but expressed himself in the broad- 
est of terms and when questioned later did not fill in 
many of the details. When it came time for us to en- 
train for the return trip to Amsterdam, he could sense 
our disappointment about the results of the question 
and answer period so he volunteered to meet any of us 
who were interested in talking further at breakfast in 
Amsterdam the next morning. Those of us who at- 
tended the second meeting were well-rewarded because 
more information was forthcoming. 


Philips’ has had an outstanding good growth record 
during the post war years and the management states 
very confidently that they expect to continue doing rela- 
tively well. Considerable amounts have been spent for’ 
new plants year after year and research expenditures 
are high. Based on 1950, the index of 1958 sales was 
366 as compared with 211 for General Electric, 200 
for RCA and 186 for Westinghouse. The comparable 
figure for Siemens was 421. Taking 1952 figures as a 
base, the index of 1958 net income was 381 as com- 
pared with 160 for General Electric, 96 for RCA and 
109 for Westinghouse. As near as can be estimated the 
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comparable index for 1958 net income of Siemens & 
Halske was 375. The management does not reveal the 
sales break-down but from statements made to me by 
one of the top officials I have concluded that annual 
sales are about evenly divided between consumers’ 
goods and capital goods. Philips’ has a modest amount 
of long term debt and the share capitalization also is 
low in relation to sales. I was informed that no new 
financing is indicated for the near future. 


Philips’ made an outstanding favorable showing for 
1958, reporting a 13.2% gain in sales and a 30.5% in- 
crease in net profits, despite the recession which ad- 
versely affected the results of leading American electri- 
cal manufacturing concerns. A great deal of investment 
accumulation of the shares has taken place in recent 
months and the result has been successive new highs. 
At present the market is around 82. Per share earnings 
and dividends for 1958 were $5.17 and $1.84 respec- 
tively, and each person may form his own judgment as 
to the attractiveness of the shares. The price-earnings 
ratio is appreciably below the market valuation of Gen- 
eral Electric and many other comparable issues. 


Influence of the Common Market 


Germany and the Netherlands, along with France, 
Italy, Belgium and Luxembourg make up six “Common 
Market” nations which are now in the second year of 
their program of eliminating mutual trade barriers and 
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AMERICA'S FIRST TOBACCO MERCHANTS ¢ ESTABLISHED 1760 


DIVIDEND NOTICE 


Checks will be mailed. 
on the old Common Stock before the recent split. 


New York, May 20, 1959 


Cigarettes 


Regular quarterly dividend of $1.75 per share on the Preferred Stock 
and regular quarterly dividend of 50¢ per share on the split Common 
Stock of P. Lorillard Company have been declared payable July 1, 
1959, to stockholders of record at the close of business June 3, 1959. 


The dividend on the Common Stock is equivalent to $1.00 per share 


G. O. DAVIES, Treasurer 


BRIGGS BETWEEN THE ACTS BEECH-NUT 

UNION LEADER 

FRIENDS dovalss 

INDIA HOUSE HAVANA BLOSSOM 


setting up uniform tariffs on imports from outsiders. 
We have seen enough to make it possible for us to say 
that the efforts of these nations are going to meet with 
a great deal of success as time passes. 

Seven other nations, Britain, Norway, Sweden, Den- 
mark, Switzerland, Austria and Portugal, failed to work 
out an association with the six and have announced 
plans to set up their own “free trade area” program. 
Relationships between the two groups are “proper” but 
just beneath the surface there is keen rivalry. The 
European bankers and executives with whom I dis- 
cussed the matter felt that exporters from the U. S. may 
have a very hard time a little later on, and the trend to 
build plants in Europe probably will be accelerated. 
They also told me that they believed British companies 
might not do so well in coming years as German and 
Dutch concerns. Two British businessmen expressed a 
similar view; they realize that they face a cost disadvan- 
tage which may become worse as time passes. The 
British are ambitious and resourceful but it is my pres- 
ent feeling that German and Dutch companies will 
make greater progress than British companies during 
the next five years. 


Editor’s Note: Due to space limitations another detailed 
article about the European field trip is not included in this 
issue. It will, however, be published in the August issue. The 
article, “An Analyst Looks at Europe’s Chemical Industry,” 
will be authored by Richard P. Windisch, W. E. Burnet & Co. 


American Metal Climax, Inc. 
COMMON STOCK ~ 


Dividend No. 134 


The Board of Directors has de- 
clared a dividend of Thirty Cents 


(30¢) per share on the Common 
Stock payable June 1, 1959 to 
stockholders of record at the 
close of business on May 21, 
1959. 

D. J. DONAHUE, 


Treasurer. 
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COMMON STOCK DIVIDEND 


The Board of Directors of General 
Portland Cement Company has 
this day declared a quarterly 
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of record at the close of business 
Smoking Tobaccos Little Cigars Chewing Tobaccos on June 8, 1959. The stock 


transfer books will remain open. 
HOWARD MILLER, 


Treasurer 
April 30, 1959 


Bonding together 3 different metals 


sciences of 


Testing bimetallic overheat motor protectors 


to brighten your space age future 


RECENT MERGER of Metals & Controls Corpora- 
tion into Texas Instruments Incorporated creates a 
new division which adds broad metallurgical skills 
to TI’s materials-oriented technologies. Metals & 
Controls has long experience in the development 
and manufacture of precious and base clad metal 
products, thermostatic and electrical control de- 
vices, and nuclear fuel elements. 


Subsidiary M&C Nuclear, Inc. is the largest pri- 
vately-owned facility in the atomic field engaged in 
combining fissionable metals with stainless steel, 
aluminum, zirconium, and other corrosion-resistant 
metals for nuclear fuel components, elements and 
cores. 


The consolidation of Metals & Controls research 
and engineering activities at the metallurgical level 
with other TI skills at the structure-of-matter level 
will result in creation of new products and improve- 
ment of current products throughout the entire 
organization. 


With TI offices now in 65 of the world’s principal 
cities, and 12 domestic and overseas manufacturing 
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TEXAS J¢4 


plants, customers will benefit through an expanded 
marketing program and an even more diversified 
line of products and services. TI customer-oriented 
policies will bring increased emphasis both on de- 
velopment and manufacture of advanced technical 
products and service based on specific customer 
needs, present and future. 


The Metals & Controls division's main plant of 500,000 sq ft in Attleboro, Mass. where all 
three main product lines of clad metals, thermostatic and electrical controls, and nuclear 
fuel elements are manufactured. Smaller plants throughout the world provide local 
sources of supply for clad metal products (including “Truflex” thermostat metal and 
electrical contacts) and controls (sold under the tradenames ‘KLIXON” and Spencer’) 


INSTRUMENTS 


INCORPORATED 


HEADQUARTERS: 100 EXCHANGE PARK NORTH, DALLAS, TEXAS. PLANTS: ATTLEBORO, MASS. « DALLAS, 
TEXAS »« HOUSTON, TEXAS « VERSAILLES, KY. « ADELAIDE, AUSTRALIA » ALMELO, HOLLAND + AVERSA. ITALY 


BEDFORD, ENGLAND - BONNEVILLE, FRANCE « BUENOS AIRES, ARGENTINA + MEXICO CITY, MEXICO 
OFFICES IN 65 PRINCIPAL CITIES OF THE WORLD 


Vacuum melting uranium vit alloy 


metals and matter merge | 
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This, Too, Is Texas Eastern 


Big things are © 
happening on the 
Little Big Inch 


Born of necessity in 1944 to supply petro- 
leum products needed for the war effort— 
the Little Big Inch has had a busy career. 


Purchased by Texas Eastern in 1947, along 
with the Big Inch, the Little Big Inch for 
ten years transported natural gas from 
fields in the Southwest to Midwestern 
and Eastern Seaboard states. Late in 
1958, it was put back in service as a 
transporter of clean petroleum products. 


Consisting of 1200 miles of war-built lines 
and some 600 miles of new feeder and 
delivery lines, the Little Big Inch is today 
one of the nation’s largest and most 
important petroleum transportation facili- 
ties. Strategically located along the 1800- 
mile system are more than 12 million 
barrels of surface storage, in addition to 
rapidly expanding underground storage. 


The Little Big Inch links the refineries of 
the Gulf Coast and Mid-Continent areas, 
where oil is refined in abundance, to the 
Ohio Valley and Great Lakes regions — 
where little petroleum is produced and 
demand for products is great. 


In addition to gasolines, jet, diesel and fur- 
nace fuels, the Little Big Inch now carries 
liquefied petroleum gases (propanes and 
butanes) so rural and suburban families 
can enjoy the comfort, convenience and 
economy of gas heat and refrigeration. 


Little Big Inch Division furnishes striking 
proof of Texas Eastern’s aim to become, 
by diversified GROWTH, an even more 
valuable worker in the service of the 
nation and America’s petroleum industry. 


OIL AND GAS: Exploring and Producing 
NATURAL GAS: Processing and Transporting 
OIL PRODUCTS: Refining and Transporting 


‘TEXAS EASTERN 
‘PIPELINE SYSTEMS 


Hamilton Bolton — Financial Forecaster 
by Gordon Minnes 


ONE EVENING IN VIENNA, before the war, a young Montrealer with a 
liking for figures and a fascination for the laws of chance parlayed 
$10 into $250 at the roulette wheel. 

As he left the casino, winnings intact and brain spinning, he pon- 
dered the possibilities of this remarkable game. But that night actually 
marked both the beginning and the end of his gambling career. For 
he soon discovered an adversary much more predictable against which 
to match wits. 

Today, his first hint of portliness concealed by one of London’s 
finest tailors, A. Hamilton Bolton is one of Canada’s best known and 
most respected investment analysts, with a record of stock market 
predictions that has rarely been equalled. 

Co-founder of Bolton, Tremblay & Co., the Montreal investment 
consultants, he is also the founder and editor of The Bank Credit 
Analyst. This last is an internationally-circulated monthly, in which 
Bolton sifts, sorts and interprets, in terms of money, credit and 
security price trends, such vast chunks of statistical data as those 
issued regularly by the Federal Reserve System. On his conclusions 
rests the basis for Bolton Tremblay’s management of investment 
portfolios. 

Just a little over a year ago, “Hammy” Bolton was made executive 
vice president of the National Federation of Financial Analysts 
Societies. As such, he became the first Canadian ever to hold execu- 
tive rank in that large and highly-respected 6300-member body. 

More recently, he was chosen by the nominating committee to serve 
as new president of the Federation, whose 1959 convention June 
15-18 at The Queen Elizabeth was the first ever to be held outside 
the United States. 

The honor of being selected, not only to head the Federation, but 
also to serve as chairman of its convention this year, is a source of 
considerable pride to Bolton. 

Until a few years ago, he and perhaps half a dozen other analysts 
in North America were considered almost as crackpots for their 
strange preoccupation with assorted figures on matters monetary. 

Since then, the attention of economists everywhere has focused 
more and more sharply on the problems of money supply and in- 
flation. And so the mantle of respectability has dropped round the 
outcasts. It is being steadily reinforced, moreover, by enthusiastic 
though long-delayed support from the academic world. Such eminent 
professors as Milton Friedman of the University of Chicago are today 
doing a great deal of work along the channels pioneered by Bolton 
and the others. 

These channels differ from the more conventional methods of attack 
mainly in their use of figures on money and credit as raw materials. 
When he first tackled the market, Bolton himself, for example, was 
unhappy with most of the accepted tools used for predicting its course. 

“For one thing, too much time was lost between the actual events 
and the publication of such figures as gross national product,” he 
muses, rubbing a finger across his clean-shaven upper lip. 

More important was the fact that while the standard indices of 
business activity were worthwhile for predicting the course of the 
economy, they were much less dependable for interpreting what 
Bolton calls “the climate for investment.” Sometimes when business 
is good, the market is bad. And vice versa. 

Bolton’s success in developing better barometers on which to base 
his judgment can perhaps best be (Continued on next page) 
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measured by recent happenings. 

“Our figures turned negative in 
April, 1956,” he says, “and stayed 
that way to the end of 1957. It was 
obvious that the economy needed a 
rest. Stocks fell.” 


The first signs of a change for the 
better began appearing in February, 
1958. By the beginning of May they 
were unmistakable. To Bolton, that 
is: most other analysts in North 
America remained convinced that 
the climate was still unfavorable for 
a rise in stocks. You had to beat 
the bushes, in fact, to scare up a 
single bull. 


At that time, the Dow-Jones aver- 
age was running about 450. By late 
April of this year, following a tre- 
mendous upward thrust, it had 
reached 625. 


Such forecasting skill is one of 
the main reasons why a knot of U.S. 
businessmen will frequently link to- 
gether their telephones to consult 
Bolton jointly for half an hour on 
the long distance circuit. The other 
reason is that Bolton’s counsel is 
spiced with such lively images that 
a consulting session with him is like 
a relaxing chat about last night’s 
ballet. 

Bolton grew up in Westmount, 
where his father was in real estate. 
He graduated from McGill in 1931, 
with honors in economics, and two 
years later, after being awarded his 
M.B.A. by the Harvard School of 
Business Administration, joined 
Wood Gundy & Co., one of Can- 
ada’s largest investment under- 
writers. 

During the war, he served over- 
seas with the Canadian Army in var- 
ious administrative and staff func- 
tions. He was mentioned in dis- 
patches, and was discharged in 
1946 with the rank-of major. 

Not until then was Bolton able to 
convert his principal spare-time di- 
version into a full-time job. For 
many years, while he toiled by day 
on St. James St., he had worked 
nights and week-ends at home, de- 
veloping, testing and refining his 
new theories of stock market be- 
havior based on monetary statistics. 

“Tn all my tests I went back 40 
years,” he recalls. “If a thing didn’t 
work through all kinds of economic 
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weather, the wars, the booms and 
depressions, then I discarded it. But 
if it did work, then I knew I had a 
tool. Consistency, that’s the key,” 
he states firmly. 

By the end of the war, it was 
clear that Canada’s economy was at 
a major turning point, and that the 
role of the investment consultant 
was to become much more impor- 
tant. So in 1946, in partnership with 
the urbane Maurice Tremblay, who 
entered the investment field in 1925, 
Bolton formed the new firm of 
which he is a senior partner. 


Predicting the general trend of 
the market is only, of course, part of 
the problem facing the investment 
consultant. The other half lies in 
picking the right securities. To be 
certain of a general rise and then to 
choose a stock that remains at the 
post is nothing more than an exer- 
cise in futility. 

Bolton, for his part, is fully ab- 
sorbed in forecasting the moves of 
the market as a whole. His associ- 
ates at Bolton, Tremblay & Co. take 
it from there. Their clients live in 
places as far apart as India and 
France, with most of them in Can- 
ada and the United States, but with 
their common prosperity centered 
on 680 Sherbrooke Street in Mon- 
treal. Equally far flung are subscrib- 
ers to The Analysts Journal whose 
circulation has more than doubled 
in the past two years. 

Bolton was one of the founding 
directors of the Montreal Institute 
of Investment Analysts, and served 
as its president in 1954. 


In his spare time, he is an ama- 
teur pianist. A square in his admira- 
tion for the Three Bs, he views 
himself as an eclectic, enjoying the 
lighter Chopin, Debussy and Ravel, 
but coming no nearer than Bartok 
to contemporary composers. Among 
current performing groups, the 
Modern Jazz Quartet has his long 
term approval. 


He and his wife, the former An- 
nette Conklin of Boston, live in the 
Town of Mount Royal and have 
recently bought from Noel Coward 
a 300-year-old house in Bermuda. 
Bolton’s brother, Richard, is a part- 
ner in Durnford, Bolton, Chadwick 
and Ellwood, one of Montreal’s 
leading firms of architects. 


Although he works with figures 
most of the day, and a good many 
evenings and week-ends, Bolton 
does so without the benefit of calcu- 
lus. He just adds, subtracts, multi- 
plies and divides, frequently using 
the slide rule he has had since a stu- 
dent and which he carried with him 
during the war, presumably in lieu 
of the swagger stick favored by older 
officers. 

Although no mathematician, he 
does grow just a bit wistful at the 
thought of what could happen if 
he once turned a computer loose 
on a volume like “Banking and Sta- 
tistics.” 


(Editor’s note: This was written by 
Gordon Minnes, staff member of Edi- 
torial Associates Limited, leading Cana- 
dian public relations counsel. It is being 
reprinted here with the permission of 
The Elizabethan Magazine.) 


* 


Columbia University Acknowledges Scholarship 


In appreciation of the Helen Slade Sanders Memorial Scholarship, 
established earlier this year (see The Analysts Journal, February), Columbia 
University’s Graduate School of Journalism has adopted the following reso- 


lution: 


That the Faculty of Journalism acknowledge with deep apprecia- 
tion the receipt of the gift of the National Federation of Financial 
Analysts Societies for establishment of the Helen Slade Sanders 
Memorial Scholarship, named for the late Helen S'ade Sanders, an 
alumna of the School, and managing editor of The Analysts 


Journal. 


This announcement of Columbia’s resolution was received by Henry 
Sanders, vice president of Bankers Trust Co., and husband of the late Mrs. 
Sanders. It was sent by Edward W. Barrett, dean of Columbia’s Graduate 


School of Journalism. 
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NEWS ON TEXACO PROGRESS—ASPHALT PRODUCTION 


After 5,000 years of mud... 
superhighways of petroleum 


A YESTERDAY. Muddy roads clutched at the world’s wheels, 
slowing transportation to a worm’s pace. Then at last, man found 
he could make smooth, hard-surfaced roads from asphalt — a non- 
volatile form of petroleum. In the early promotion of asphalt road- 
building, Texaco took a prominent part. 


<4 TODAY. Texaco is one of the world’s largest manufacturers of 
asphalt products. These products make possible great ribbons of 
smooth superhighways, as well as airport landing strips. They are 
used for roofing, battery boxes and many other useful items. 
Texaco’s leadership and growth in this field result from its policy 
of constantly planning for the future. 


EXACO 


«-- CONSTANT PROGRESS 
IN OIL’S FIRST CENTURY 


In New England 


research 
goes on 
all over 
the map 


All New England is bristling with new, 
wide-ranging ideas —in physics or philosophy, 
in fishing or finance. In this traditionally 
creative corner of America, you'll find more 
research laboratories per capita than 

in any other comparable area on the globe. 


New thinking inevitably leads to 

new activity... and increased profits. 

Today new business in New England provides 
an exciting stimulus to long-established 
companies. Yes, all New England business 
today has the vigor of our famous 

_New England climate. Your plant or 

your business can prosper here. 


This 
thriving region’s largest 
electric utility system, 
New England Electric, 
lies in the heart 

of the world’s most diversified 
industrial area, 

serves over 4,700 

industrial firms 

and more than 

1,000,000 customers. 


NEW ENGLAND ELECTRIC SYSTEM, Boston 16, MaSBSSaCcChHUSetts 


Reminiscences of the 1959 Convention 


by A. Hamilton Bolton 
General Chairman, Twelfth Annual NFFAS Convention 


Omar the Twelfth Annual Convention of the 
NFFAS opened on Monday, June 15th and closed on 
Thursday, June 18th, 1959. In actual fact the four days 
represented only a climax to the work over the last few 
years done by the Montreal Institute of Investment 
Analysts in planning and mounting what was undoubt- 
edly the biggest event in this society’s nine-year history. 
It all began a long time ago. 


Back in 1954 there were ugly rumblings on the part 
of the Executive Council of the Montreal Institute to 
the effect that it was about time Montreal tried its hand 
at “big league” stuff. Opinions were divided. The Fed- 
eration thought we should try a regional conference 
first. We didn’t agree because we feared that we would 
use up too much ammunition. All or nothing was our 
motto. By 1956, the Federation was, somewhat like a 
reluctant dragon, convinced and the approval of the 
directors of the Federation for the 1959 location in 
Montreal was obtained. In the meantime the Queen 
Elizabeth Hotel, then only on the drawing boards, had 
been tentatively sewn up. At the same time an interim 
planning committee had worked out a few ideas, includ- 
ing the chartering of a Canada Steamship Lines boat to 
take about 400 people down the St. Lawrence and up 
the Saguenay Rivers to the heart of the Canadian alum- 
inum country in the Lake St. John area of the Province 
of Quebec. This charter was entered into with the 
steamship company on an on-or-off basis to be finally 
confirmed by early January 1959 on a guarantee basis, 
and the date was set for June 18-21st 1959 being the 
earliest practical date after getting the ship, the S.S. 
Richelieu, out of its winter mothballs. This was thus to 
be the initial voyage of the Richelieu in the 1959 ex- 
cursion season. 

Having set the boat date this then set the Convention 
date as mid-June. There was much argument and dis- 
agreement by other societies on this mid-June date, 
many saying it conflicted with graduation schedules, 
others that it was too close to July-August summer holi- 
days. However, our committees were convinced that 
while it might cut into attendance somewhat it was far 
wiser to stick to this date and retain the Saguenay 
cruise post-convention feature than to drop back to the 
normal mid-May date heretofore chosen as convention 
time. For another thing, weather statistics showed that 
June should produce a warmer climate than May, thus 
proving the frailty of the use of statistical averages. 

By the Spring of 1958 major committees and sub- 
committees heads had been appointed and the task of 
planning was well under way. At the Annual Meeting 
of the Montreal Institute in May 1958 the call to the 
membership at large went out, and a magnificent re- 
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sponse came in. Over fifty “hearties” were signed up 
for jobs at all levels and the real work began. 

From then till about April 1959, the Program Com- 
mittee, ably headed by Jim Morgan of the Royal Bank, 
was particularly busy, and the Saguenay Cruise Com- 
mittee staffed by Harold Agnew and Mac Pendleton 
worked out the harrowing headache problems of fitting 
close to 400 assorted analysts and wives into close- 
fitting cruise boat accommodations. This required di- 
plomacy and tact, but it also proved that analysts as a 
whole are an extremely adaptable group once they un- 
derstand the problem. 

By February 1959, the Arrangements Committee 
was beginning to function on all fours under the able 
direction of Chuck Taylor of the Sun Life; and Finance 
Chairman Bill Small, of the Bank of Montreal, was 
beginning to make noises like a keeper of the public’s 
financial conscience, a most important function in any 
operation, and particularly so when operations are car- 
ried on under a single-entry bookkeeping system. 

Crises arose and were dealt with by senior commit- 
tee action. Flaps became more numerous. Last minute 
changes or threats of changes were if not commonplace 
at least somewhat disheartening. But basically the pre- 
liminary program which was sent out in early February 
1959, remained 98% intact when at last the convention 
opened on Sunday, June 14th. 

Just 10 days prior to the opening of the Convention 


National Federation officers for 1959-60 were unanimously 
elected. They are: A. Hamilton Bolton, center, president; 
Jeremy C. Jenks, right, executive vice president; and George 
M. Hansen, secretary-treasurer—the latter constituting re- 
election. Mr. Bolton is a partner with Bolton, Tremblay & 
Co., Montreal and for the past year has served as executive 
vice president. Mr. Jenks is a partner with Cyrus J. Law- 
rence & Sons, New York. In 1951-52 he was president of the 
New York Society. Mr. Hansen is manager of industrial 
investments for Keystone Custodian Funds, Inc., Boston. 
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we had a large organizational luncheon at which prac- 
tically all chairmen and sub-chairmen attended. Some 
45 turned out, and we were served a preliminary dry 
run of the Special Luncheon menu which was later 
served on Monday June 15th. It proved to be less than 
dry, since the hotel Queen Elizabeth produced free of 
charge some very tasty Rhine wine not included in the 
later menu. The object of this meeting was for each 
important program and arrangements head to explain 
exactly how his department was going to function. This 
would lead to a question period in each department, 
and it was hoped that this specific touch of liaison 
would give everyone an excellent idea of how other 
members of the team would be working. Procedures 
were set up to track. down trouble quickly and alto- 
gether this proved to be an excellent organizational 
procedure in the cause of a smooth-running convention. 
Your chairman closed off this meeting with the remark 
that running the convention was very much like running 
a set-piece type of battle in the military sphere: the 
battle had been launched under a set plan, and there 
was no possible way of calling it off. It remained to see 
that every effort was made down to the platoon sergeant 
level to see that the battle was a success. 


In looking back at the Convention it seems to your 
chairman, that its success was due to a number of fac- 
tors. First an imaginative approach to program and 
arrangements. Montreal of course is a great island city 
upon one of the world’s major waterways: the great 
St. Lawrence River. We should plan our program with 
this in view. People love boats and boating as was 
clearly manifest from the popularity and approval of 
the cocktail party and buffet put on an ore boat by 
Republic Steel in Cleveland in 1957. Thus much of our 
program directly or indirectly made use of Montreal’s 
unique geographical position in this respect, as witness 
such events as the Seaway trip, the harbour and boat 
trip down to Canadian Petrofina’s Pointe-aux-Trembles 
refinery, the ladies’ program to St. Helen’s island, the 
buffet aboard the Empress of Britain in Montreal har- 
bour, compliments of Canadian Pacific, and of course 
the “non-pareil” boat trip which left Wednesday eve- 
ning for Quebec City and the Saguenay. 

Secondly of course we needed a diversified program 
of forums, conferences and field trips, and we made 
sure that Canada as a whole was truly represented. 

Thirdly it seemed extremely logical and desirable that 
we exploit the possibilities of Montreal as a city of two 
languages and two cultures within the limitations of 
course of our basically English speaking attendance at 
the Convention. Thus such touches as our very slightly 
bilingual convention newspaper, the French theatre on 
the ladies’ program and the magnificent reception and 
dinner put on by our hosts in Chicoutimi on the Sague- 
nay trip, as well as liberal opportunities to visit and 
absorb the French atmosphere of Montreal and the 
Province of Quebec. 

Fourthly, we possessed in the Queen Elizabeth Hotel 
one of the most magnificent convention hotels in exis- 
tence. Having everything on one floor is a great help in 
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running a convention of this magnitude. And we have 
had many verbal testimonials to the effect that the 
service of this hotel compares favourably with any hotel 
in North America. As an example, being able to clear 
the convention hall of about 1000 members and three 
quarters of an hour later being ready to put on a lunch- 
eon with set tables for the same number is no mean 
achievement. The hotel claims they can do it for sub- 
stantially greater numbers if required. 


If local geography and hotel accommodation did 
much to make this convention a success, nevertheless 
we must emphasize again the importance of imagina- 
tion and minute attention to detail as key factors in any 
convention operation. These two go hand in hand. 
Small details often are more important than “more im- 
portant factors.’ Such small items were dreamed up by 
our program and arrangements chairmen as being 
worthy of those attending the convention and included 
the opening Sunday evening housewarming, the con- 
tinuously open coffee bar in the comfortable lounge in 
Galerie No. 1, the ticker and translux service covering 


“New York, Montreal, and Toronto, plastic convention 


brief cases for all registrants and last but not least the 
publication of a complete four-page convention news- 
paper, aptly entitled “Entre Nous a Montreal” in which 
it was possible for all registrants to get an excellent 
resume of the previous day’s activities. 


But such attention to detail, made possible by the 
defection of our arrangements chairman from his usual 
investment duties for 6 weeks just prior to the Con- 
vention, while it cuts down the incidence of Jast minute 
error will not alas always assure 100% perfection. So 
we must humbly apologize for a few goofs. Perhaps the 
one which has caused most controversy was the faulty 
reporting in Tuesday’s edition of “Entre Nous” on the 
subject of the Accreditation program which, reporting 
on the directors: landslide approval of the formation of 
an Institute of Chartered Financial Analysts, stated that 
the program incorporated the “grandfather” clause, 
thereby implying that all analysts as of a certain date 
would be granted a CFA after their name. Nothing 
could be farther from the truth—which is simply that 
while the CFA exams are purely voluntary, nobody, but 
nobedy, will receive a CFA after his name unless he 
submits to the examinational procedure set out in the 
plan. Please refer to Abe Kulp’s article in this issue of 
the Analysts Journal which puts the record straight. 

Again, faulty reporting in the same issue of “Entre 
Nous” credited the 1964 convention to Dallas instead 
of Houston. Our apologies... . 

Anxious moments? Of course and many. Logisti- 
cally it would be practically impossible to move 1000 
people from the hotel by bus in the time given to get 
down to the Empress of Britain for Monday night’s 
buffet one mile away. In fact it happened by grace of 
two factors: first a lot of people took taxis, second, our 
hosts were kind enough to extend the time period. Or 
what about the cashier at the Seminar breakfast on 
Monday who was confronted by a tremendous amount 
of large bills for which she had inadequate change (and 
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in soft currency too!)? Then there was the impostor at 
the Annual Dinner on Tuesday night who pushed his 
way to the head table in well cut dinner clothes and 
insisted that he had been invited to give a speech and 
demanded a seat. Luckily he was rather hastily re- 
moved from the podium by some of our local commit- 
tee strong-men and banished without causing too much 
of a ripple of excitement. Apparently there are “nuts” 
in any community! 

Unfortunately, your convention chairman by the very 
nature of his duties was unable to take in much of the 
program itself, so cannot vouch first hand for its quality. 
Reports in this issue however will give those who were 
unable either to attend the Convention or to partake of 
certain events a fair idea of what went on in all impor- 
tant areas. Procedure for reporting was simple. We 
hired press and public relations experts, Editorial As- 
sociates Limited, from Montreal, who, under the broad 
guidance of Jim Schurman, arrangements vice-chairman 
—and with the help of Warren Burns, managing editor 
of the Analysts Journal—took on the job of reporting 
each event and publishing and editing our daily conven- 
tion newspaper. Each program moderator or trip chair- 
man was required to report to the Press Room after his 
event, and under the questioning of Editorial Asso- 
ciates’ trained staff gave his impressions of what went 
on in the event concerned. It proved to be an excellent 
method of getting on-the-spot broad coverage. 


One event, however, of major importance, your 
chairman was able to attend and this was the very suc- 
cessful Saguenay cruise. Starting out in somewhat 
dubious weather on Wednesday evening, the cruise 
pulled into Quebec City at 11 a.m. on Thursday with 
382 persons aboard — almost equally divided between 
ladies and gentlemen. Six hours in Quebec left plenty 
of time for sightseeing and return to sail at 5 p.m. 
Thursday evening, while floating down the river, we 
were entertained by an excellent film on aluminum and 
the Saguenay area, followed by our regular evening 
schedule of dancing to the orchestra on board. 


Friday proved to be a full day. Sightseeing from 
Bagotville, we later visited the stupendous Shipshaw 
Power development of 1,200,000 horsepower of the 
Aluminum Company and lunched on the lawn of the 
Saguenay Inn at Arvida, as guests of Aluminum Lim- 
ited. In the afternoon we analysts took in the aluminum 
smelter at Arvida, the largest in the world, and the 
ladies saw more sights in this beautiful country. 
Weather was fair and pleasant with the temperature 
around 70. Highlight of the day was a large dinner put 
on by the mayors of the surrounding towns (there is a 
population of about 300,000 in this area) and the com- 
bined chambers of commerce held in the ultra modern 
Hotel Dieu hospital and attended by our 400 plus an 
additional 200 from the local gentry. This provided an 
extremely interesting example of cooperation between 
French and English speaking people. Back on boat, 
“horse racing,” dancing, and bar activities flourished 
to the wee small hours. 

On Saturday, with clear fine weather, we sailed down 
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the Saguenay River in daylight and took in some of the 
greatest scenery in the world. This was the day of re- 
laxation. After a two-hour stop at Murray Bay, we 
reached Quebec by 11 p.m., and battling tides and a 
motor (which would not give the last ounce of speed) 
we docked in Montreal at noon on Sunday about three 
hours behind schedule. This delay, which caused some 
passengers travel schedule problems, was the only 
minor flaw in a stupendous excursion. Again we must 
thank Aluminum Ltd. for perfecting our program and, 
in particular, Duncan Campbell and his staff who ac- 
companied us on board. A great time was had by all. 


Thus our convention, unofficially came to an end on 
Sunday, June 21st, and we all reluctantly parted com- 
pany from our many friends. 


In summary, your chairman particularly wants to 
give a vote of thanks to those members of the financial 
community of Montreal who made it possible for our 
staff of voluntary workers to have the time necessary 
to carry out such a large operation so successfully. We 
all had a lot of work to do, but found the results highly 
rewarding in friendships made, and knowledge gained. 
And we are all looking forward to seeing our fellow 
Analysts next year in New York, where Jerry Jenks 
and George Nelson are preparing “a splendid brew.” 


On to New York in May 1960! 
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coal preparation plant 


Moss No. 3 built at a cost of 30 mil- metallurgical and steam coal annually 
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The 1959’ Annual Analysts Convention 


... first outside the United States 


MONTREAL—Fabulous! 


This is the word for the twelfth annual convention of 
The National Federation of Financial Analysts Societies, 
here in the Paris of North America. 

And this was the first time that an annual Analysts 
convention has been held outside the borders of the 
United States. Our host, the Montreal Institute of In- 
vestment Analysts, poured months of careful planning 
(as well as thousands of Canadian dollars) into a pro- 
gram that both fascinated and astonished more than 
eight hundred and seventy-five Analysts and their wives 
—the latter approximating an additional three hundred. 

There were field trips on land, on water, underground 
and in the air. 

Moreover, Canadian banks, the railroads, the stock 
exchanges and other industrial organizations joined in 
to make this convention a memorable one. 

There were 16 business sessions, all concerned ex- 
clusively with Canada; most of them drew record at- 
tendance. For instance, the Uranium and Atomic 
Energy Forum was set up for 150; more than 250 at- 
tended. Corporate financial (and often other highly 
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Lancaster M. Green, Lancaster & Norvin Green, center holding briefcase, is 
shown at the Convention’s busiest ‘“corner”—in front of the trans-lux system 
installed jointly by the Canadian National Railways and the Canadian Pacific 
Railways. Booth was provided by W. C. Pitfield & Co. There was always a 
crowd here scanning the Montreal, New York and Toronto tapes. At right, 
Mrs. A. E. Wollman, Montreal Analyst, looks over the Dow-Jones news ticker. 


By Pierre R. Bretey and Warren Burns 


technical) operations were probed. And if slide rules 
were packed with the luggage, there were occasions for 
their use—as the Canadian economy underwent one of 
the most thorough fact-finding examinations ever staged. 


And if at least 90 out of every 100 citizens of Mon- 
treal didn’t know that an Annual Analysts Convention 
was being held, certainly it was not the fault of the 
French and English daily newspapers. Radio and tele- 
vision broadcast numerous interviews—in both of the 
native languages. As Molson & Co.’s James H. Schur- 
man commented: “The only portion of the press which 
isn’t giving us coverage is sports.” 


Choice of Ten Field Trips 


Then, there were 10 efficiently-planned field trips, 
tours of Canadian cities, including Ottawa’s Houses of 
Parliament, to underground gold-copper operations 
hundreds of miles away. These provided additional 
highly-useful material to the keen-nose Analysts for 
sharp-pencil cogitation. All of these trips are summar- 
ized later in this issue. 


At the official opening of the convention, June 15, 


Analysts heard a most interesting and penetrating key- 
note address by Dr. David McCord Wright, Dow Pro- 
fessor of Economics and Political Science at McGill 
University. Dr. Wright (whose academic achievements 
are legion on at least two continents, and whose name 
is followed by LL.B., M.A. and Ph.D.) told hundreds 
of attentive Analysts—in a delightful Scottish brogue— 
that “if I had your jobs I’d go nuts.” 


And with this remark, which immediately put him 
en rapport with his audience, Dr. Wright plunged into 
his address on the economic outlook in Canada and the 
United States. ¢ 

“At the present time in the United States,” the 
speaker said, “the official doctrine is that ‘happy days 
are here again.’ The picture in Canada, to be sure, is 
not quite as rosy, but if the United States has a major 
recovery most people feel it will not be long before 
Canada does the same. We are ‘over the hump’.” Fur- 
thermore, he stated: 


Looking into the Immediate Future 


“Stock prices appear to most of us, I believe, to be 
insanely high. Considering, in particular, the present 
high level of the rate of interest, one can only make 
sense of the market either as a familiar speculative 
bubble, like the Florida real estate boom of the twenties 
(and you will remember that broke) or if it is not just 
a fragile speculative boom, then it must be a massive 
group effort to discount a country inflation. But are we 
so sure we are going to have inflation in the next five 
or six years? Here we move into consideration of more 
fundamental long-run trends and forces. In discussing 
this, I must admit, I feel a little more certainty. 


“Barring a sudden flare-up of the cold war,” Dr. 
Wright continued, “or barring a sudden reversal of the 
credit policies of the U.S. and Canada, I cannot see 
where the large-scale inflation is coming from in the 
next few years to underwrite these stock prices. Tech- 
nical changes of course can create great profits; but we 
are discussing here the general levels and ‘inflationary’ 
prospects, not technical’ progress. I wonder, in fact, if 
the problems of the next few years may not turn out to 
be something entirely different?” 

In observing economic progress in Europe, Dr. 
Wright said: 

“The apparent re-birth of France is a deep satisfac- 
tion to anyone who is, like me, partly of French blood 
and raised with a reverence for French culture. But 
France is merely the latest in file. England, West Ger- 
many and other European countries all show rising 
productivity. This means Canada and the U.S. are 
going to be put on their merit by increased European 
competition. And it’s not going to do us any harm. 
From any long point of view it’s all to the good.” 


Unemployment and U. S. Gold Outflow 


Speaking of unemployment and the outflow of gold 
from the U.S. (both subjects being of current interest 
in Canada and the U.S.) the speaker said: 

“For a considerable length of time now, money wage 
increases in the U.S. have been much in excess of the 
growth of productivity. Unemployment doesn’t seem to 
affect the wage demands of the Canadian unions at all, 
though perhaps there may be more subjective caution 
than one realizes. I must say I doubt it— but there 
may be. 


PRESIDENTS OF THE 22 FINANCIAL ANALYSTS 
SOCIETIES, taken at the Montreal Convention. Except where 
otherwise noted, all presidents are currently holding office. 
First row: Philip R. Neuhaus, Houston, past president; Jack 
C. Harris, Houston; Clarence K. Corcoran, Los Angeles; G. D. 
Forsyth, Toronto; Lawrence R. Kahn, New York; Ralph A. 
Rotnem, New York, past president; Richard P. Cromwell, 
Boston; David H. Morey, St. Louis, past president; H. F. 
Langenberg, St. Louis; and M. H. Earp, Dallas. Middle row: 
Joseph F. Glibert, Baltimore; Robert H. Perry, San Francisco; 
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Stanley M. Eilers, Cleveland, past president; S. Francis Nichol- 
son, Philadelphia; Wallace Cook, Kansas City; Bertrand H. 
Mallison, Rochester; David D. Williams, Detroit; Charles F. 
Seuffert, Rochester, past president; Foster B. Davis, Jr., Provi- 
dence; and D. C. Cameron, Montreal. Back row: Frank V. 
Tangney, Baltimore, past president; J. Ross LeMesurier, 
Toronto, past president; Joseph A. Jennings, Richmond; G. T. 
Giguere, Montreal, past president; William F. Johnson, Wash- 
ington, D. C.; William C. Goodwin, Twin Cities; Clarence E. 
Torrey, Jr., Chicago; and William M. Bennett, San Francisco, 
past president. 
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John Stevenson, partner with Salomon Bros. & Hutzler, 
was one of the more than 875 Analysts who registered at the 
Montreal Annual Convention. Mr. Stevenson is also business 
manager of The Analysts Journal. 


“In the U.S. a recent shift in productivity will ease 
the tension somewhat. But the fact is that the North 
American manager and the North American trade 
unionist have both been, in my opinion, a shade spoiled 
by the years of ascendancy left us by the war. Now we 
have to hump ourselves a bit, and it will do us no 
lasting harm. 

“In the same way the outflow of gold from the United 
States is a normal, natural and desirable thing. God 
knows we have a lot left. Anyone who understands the 
working of the international gold standard will know 
that the decision of the United States, since the twen- 
ties, to rival India as the historic sponge of the world’s 
gold supply, has contributed immensely to the instabil- 
ity of international economic life. The gold standard 
only means stable exchange rates.” 

In a forecast of the immediate future, Dr. Wright 
does not think that the present stock market will hold. 
“I cannot escape the feeling,” he added, “that we may 
be, in the immediate future, headed for rather rough 
water and a great deal of re-adjustment.” 

The opening day’s welcoming address was given by 
A. Hamilton Bolton, executive vice president (now 
president) of the National Federation and convention 
chairman. G. T. Giguere, president of the Montreal 
Institute, introduced Dr. Wright. 


Hardwick Stires: ‘Canadian Capital’ 


Also on the opening day, following luncheon, Hard- 
wick Stires, president of Scudder Funds of Canada Ltd., 
and chairman of The Committee of Canadian Invest- 
ment Companies, spoke about “Capital for Canada.” 

Mr. Stires told the international meeting of Canadian 
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and U.S. financial Analysts, that “Canadian economic 
expansion, spurred by population growth and increasing 
opportunities for external and internal economic devel- 
opment, should move ahead at a faster rate than that of 
the United States, after 1960.” 

Total net assets of eight publicly held Canadian in- 
vestment companies registered in the U.S., since June 
1954, have more than tripled over a period of five 
years, and shareholders in these mutual funds have also 
more than tripled during the same period, the speaker 
said. Mr. Stires added that as of April 30, 1959, these 
eight companies had total net assets of $409,941,180, 


.and approximately 129,000 shareholders, mainly 


U.S. investors; as compared with total net assets of 
$125,992,190 and 38,000 shareholders at the end 
of 1954. 

The eight companies were formed primarily to pro- 
vide individual U. S. investors with a convenient vehicle 
for diversified long-term investment in Canadian securi- 
ties selected under continuous supervision of informed 
professional management, the speaker explained. He 
added that with long-term growth of capital as their 
principal objective, the Canadian companies retain and 
re-invest all investment income. Per share net asset 
values of the companies, as of May 15, 1959, were on 
the average nearly 50% above per share net asset values 
as of their individual starting dates. On balance, all 
eight companies have been net buyers, rather than 
sellers, of Canadian securities during the past five years. 

Mr. Stires expressed confidence that “as the econo- 
mies of the world grow, the position of Canada in world 
trade will be maintained.” However, he declared that 
“foreign trade through the years will become less im- 
portant to the Canadian economy, and that this will re- 
sult more from Canada’s greater internal growth rather 
than from adverse external developments.” 


Canada’s Taxation an Inducement 


Speaking about obvious attractions to U.S. invest- 
ment in Canada, Mr. Stires listed the opportunity for 
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Directors Approve NFFAS Institute 
By Roll Call Vote of 56 to 13 


Among the more significant decisions reached at the 
Annual Directors’ Meeting, in Montreal, was the motion 
—passed by a roll call vote of 56 for and 13 against— 
to establish an Institute of Chartered Financial Analysts. 
Aimed at raising the professional status of the Analysts, 
the motion is regarded as a landmark in the National 
Federation’s history. It has been a controversial sub- 
ject within the Federation, and thus the roll call vote. 
A. Moyer Kulp, of the Wellington Fund, Philadelphia, 
has been working on this plan for the past decade. His 
observations are published on page 65 of this issue. 
Mr. Kulp is the Federation’s chairman of the Profes- 
sional Ethics and Standards Committee. 
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more rapid growth and the quantity and accessibility of 
Canada’s natural resources. He predicted that there will 
be growing interest among U.S. investors in broader 
participation in Canadian stocks. “Canadian taxation 
offers important inducements,” he stated. In addition, 
“there is no capital gains tax in Canada and there are 
special inducements to non-resident-owned investment 
companies.” 

The Canadian investment companies’ committee 
chairman also pointed out that underlying forces bear- 
ing upon the supply and demand for stocks have re- 
cently been more conducive to rising stock valuations 
in the U.S. than in Canada. 

For example, he declared, institutional demand for 
common stocks has had a much greater impact upon 
security prices in the U. S. than in Canada, and the sup- 
ply of new common stocks has been relatively greater 
in Canada. Growth in institutional demand for Cana- 
dian securities will probably follow the pattern of U. S. 
growth, he said. 

New industrial developments not economically feas- 
ible before in Canada are now under way, Mr. Stires 
emphasized. “In a larger Canada,” he said, “we now 
see the introduction or prospective introduction of fa- 
cilities to produce items which historically have been 
imported. The decision of the automobile industry to 
make the new small cars in Canada is a landmark, and 
it surely will not be long before the Canadian automo- 
bile industry will become almost completely integrated.” 

Problems arising in Canada as the result of foreign 
direct investment are “problems of detail rather than 
principle,” Mr. Stires said. “There is growing evidence 
that American corporations are responding to Canadian 
criticism in these matters, and Canadians generally have 
assured us, time and time again, that they are anxious 
to encourage the flow of foreign capital.” 


Life in the Canadian North 


The third speaker to address the convention, en 
masse, followed the annual dinner which was chair- 
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Convention Planners. Shown look- 
ing at the daily convention newspaper, 
“Entre Nous a Montreal,” are, left to 
right: James H. Schurman, Molson 
& Company Limited, vice chairman of 
arrangements committee; Donald K. 
LeBeau, National Trust Co., registra- 
tion committee chairman; C. W. Tay- 
lor, Sun Life Assurance Co. of Canada, 
arrangements committee chairman; 
C. B. Loewen, W. C. Pitfield & Co., 
transportation committee chairman; 
and R. W. Altimas, Jones, Heward & 
Co., of the hotel committee. Behind 
them is the registration desk, 
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Lawrence R. Kahn, newly-elected president of the New 
York Society of Security Analysts, Inc., is shown sampling 
the buffet at the Presidents’ dinner. Mrs. Kahn is at his left. 
F. W. Elliott Farr of the Philadelphia Society and Mrs. Farr 
are also shown. 


maned by the out-going president of the National Fed- 
eration, L. Hartley Smith of Los Angeles. 


The speaker was Maxwell J. Dunbar, M.A. (Oxon), 
Ph.D., F.R.G.S., F.A.G.S. and associate professor of 
zoology at McGill University. He titillated the assem- 
blage by observing that he usually knew what had trans- 
pired prior to receiving an invitation to speak; i.e., “the 
lady mud wrestlers were unavailable . . . so, Dr. Dun- 
bar.” His topic was “Living in the Canadian North.” 

And while it appeared that nobody in the audience 
was thinking of shaking his current habitat to become 
a “sour dough Analyst,’ (or the Canadian North’s 
equivalent), Dr. Dunbar’s address might have started 
a few wondering. 

The North to which the speaker had reference in- 
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cludes all Canadian territory north of the southern 
limits of the great coniferous forest or “Taiga.” 

Apparently (and the speaker, spends many months 
of the year around and about the “Taiga”) it takes a 
special type of person to stand the rigors of life in the 
Canadian North. Dr. Dunbar described such as a lean, 
modest, quiet and preferably cynical man who has a 
very modest ego, avoids “do-gooding,” and does not 
consider himself a natural leader. 

That’s the portrait of the man needed to help share 
development of the Canadian North. 

“If you choose between the optimist and the cynic,” 
the speaker explained, “take the cynic as he. will have 
far greater staying power. That is, if things go wrong— 
as they will—he will be expecting trouble anyway, and 
when things go right he will be pleasantly surprised. . . . 
In general, pick people for mental qualities rather than 
physical qualities. Poor physiques will be built up into 
tough physiques in the North, and the North is a 
healthy part of the world anyway.” 


Dr. Dunbar had little to say about “investing in the 
Canadian North;” although he did mention that there 
are probably vast un-discovered minerals inthe area. 
And currently there is research underway to make fish, 
in the local waters, reach “maturity” at an earlier date. 


* %* * 


A Hamilton Bolton, general chairman; Willard S. 
Bush, deputy chairman (Du Pont of Canada Limited); 
and their 15 able associates—names follow—will long 
be remembered as the team which first made history for 
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On to Houston in 1964 


Following a protracted discussion at the 12th annual 
convention of the National Federation of Financial An- 
alysts Societies in Montreal (June 14-18), as to which 
city should be selected for the 1964 annual convention, 
Houston and Dallas’ joint bid was accepted. But this 
was not before the merits of other cities—from coast to 
coast—were cited. Even petitions were circularized. 
Both Texas Societies will be hosts, with the convention 
to be held in Houston and arrangements headed by the 
Dallas members. 
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the National Federation on “foreign soil.” The asso- 
ciates were: 

James E. Morgan, The Royal Bank of Canada; J. V. 
Emory, London Canadian Investment Corp.; W. T. 
Moran, Greenshield & Co., Inc.; D. C. Cameron, Jones 
Heward & Co.; S. A. Jarislowsky, Jarislowsky, Brown 
& Co.; P. H. Davies, Canadian National Railways; 
R. H. Stevenson, A. E. Ames & Co. Ltd.; J. A. Leddy, 
MacTier & Co. Ltd. 

Also, Charles W. Taylor, Sun Life Assurance Co. of 
Canada; James H. Schurman, Molson & Co. Limited; 
D. K. LeBeau, National Trust Co. Ltd.; Raymond W. 
Altimas, Jones Heward & Co.; Charles B. Loewen, 
W. C. Pitfield & Co. Ltd.; S. J. Brettingham, Financial 
Counsel; W. A. Buik, Keystone Fund of Canada Ltd.; 
W. D. Small, Bank of Montreal; and Harold Agnew 
and R. M. Pendleton, both of A. E. Ames & Co. Ltd. 


Pullman 


DIVIDEND NOTICE — 
COMMON STOCK 
DIVIDEND NO. 174 


The Board of Directors on 
June 17, 1959, declared a 
cash dividend for the sec- 
ond quarter of the year 
of 65 cents per share 
upon the Company's com- 
mon capital stock. This 
dividend will be paid by 
check on July 15, 1959, to 
common stockholders of 
record at the close of 
business on June 26, 1959. 


K. C. CHRISTENSEN, 
Vice President and Treasurer 
San Francisco, Calif. 


Juty 1959 
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Manufacturer of the Broadest Line 
of Building Products in America 


THE FLINTKOTE COMPANY 


New York 20, N. Y. 


quarterly dividends 
have been declared as follows: 


Common Stock* 
45 cents per share 


$4 Cumulative Preferred Stock 
$1 per share 


$4.50 Series A Convertib’e Second 

Preferred Stock 

$112%% cents per share 
These dividends are payable June 
15, 1959 to stockholders of record 
at the close of business May 20, 
1959. 
WILLIAM FEICK, Jr. 

Vice-President and Treasurer 

May 6, 1959. 


* td consecutive 
1 2 dividend 
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Incorporated 


—391st Dividend — 
93rd Consecutive Year of 
Quarterly Cash Dividends 


A quarterly dividend of 
seventy-five cents (75¢) per 


share will be paid on June 
13, 1959, to stockholders of 
record June 1, 1959. 


CHAMP CARRY 


President 
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CHEMAGINATION 


CENTER 


This new Hooker research facility is 
now ready to cooperate with your re- 
search team—to promote industrial 
growth by developing new products 
and processes and by improving exist- 
ing ones. 

Among the basic areas of endeavor 
with which Hooker research is con- 
cerned is the chemistry of chlorine, 
fluorine, phosphorus, sulfur, phenolics, 
polyesters, foams, and high polymers. 

The industrial advances shown here, 
and many more, have come about as a 
result of creative Hooker research or 
of teamwork with Hooker customers. 


HOOKER RESEARCH CENTER at Grand Island, N. Y., 


A few things you can do now 


Build a big plastic bubble that shrugs Power a rocket with high-energy solid 
off 150-mile-an-hour winds but lets oxidants, developed by Hooker working 
radar waves through and resists fire. with other leading companies. 


Put a super-hard corrosion-resistant Make strong corrugating board and 
nickel plating on any metal shape with- newsprint paper from wood chips that 
out using electricity. haven't even been cooked. 


Preserve foods or drugs with a new Strip the oxide scale off stainless steel 
kind of sodium benzoate that dissolves _ or titanium in minutes... faster than 


instantly in water. pickling, without harming the metal. 


provides ideal working laboratories for chemaginative people. 


with Hooker products - 


Line a rocket exhaust nozzle with plas- 
tic so tough it stands a 5000° blast— 
keeps the metal skin from softening. 


Install plastic ductwork that far out- 
lasts metal under the bite of corrosive 
fumes, weighs much less, and can’t 
contribute to a fire. 


Make an insecticide, germicide, drug, 
dye, or nonflammable plastic—starting 
with one chlorine-loaded compound. 


Set a new pace in building, with plas- 
tic foam light as a biscuit, strong as a 
board, that insulates, retards flame, 
costs less than other high-grade foams. 


Lubricate with grease or oil that won’t 
burn, or break down even in the pres- 
ence of pure oxygen. 


Make a detergent that wets better, dis- 
solves faster, and stays free-flowing 
—because the phosphate in it consists 
of hollow beads. 


Degrease metal parts without having 
the bath go sour or require frequent 
cleaning out. 


Make plastic pump housings, gears, 
and even car transmission parts that 
outwear steel—and cost less, because 
they’re molded rather than machined. 


If you’d like information about any of the Hooker products referred to here, write us at 41 Forty-seventh Street, Niagara Falls, N. Y. 


HOOKER CHEMICAL CORPORATION HOOKER 


NIAGARA FALLS, NEW YORK 


CHEMICALS © | 
PLASTICS 


Sales Offices: cHicaco e DETROIT * KENTON, ©. © LOS ANGELES ® NEW YORK ® NIAGARA FALLS ® PHILADELPHIA ® TACOMA ® NORTH TONAWANDA, N. Y. ® WORCESTER, MASS 
In Canada: HookER CHEMICALS LIMITED, NORTH VANCOUVER, B. C. 


YOU'LL HAVE TO STEP 
LIVELIER, UNCLE SAM 


—to keep up with the young, 
fast-growing Southland! 


ea a 
(PROOF) 


—— 


A recent U. S. Department of Commerce report 


INDUSTRIALISTS: Come South 
now and grow with America’s 
“youngster” opportunity-land 


shows the following expansions in major fields 
of business activity from World War Il (1946, 
| ‘47 or 48) to 1958: 


IT’S TRUE! The economic development 
of the Southland since World War II 


PER CENT INCREASE 
has out-paced the national rate of 


FOR THE FOR THE 


SOUTHEAST U.S. 


growth in practically every category 


THE SOUTHERN SERVES THE SOUTH 


Dollar-value of construction contracts...... 220% 61% you can name. Don’t take our word 

Manufacturing employment .. 23% 10% for it. Just look at the official U. S. 

New plant and equipment expenditures... 119% 87% Government figures on the left and To every young and growing region 

cies sake n wishes acai 101% bite you'll see that this is so. there comes a time of phenomenal 
Ey PrOguce ; aaa ue There are many good reasons for development to maturity. This is its 

Number of manufacturing establishments 40% 26 = this. Industrially, the modern South _ era of opportunity —the confident and 

Dollar-value of manufacturing payrolls... wate oo 2 is still a “youngster,” experiencing vigorous growing-up years. That time 

Contract construction employment... GL & = = right now those wonderful years of for the South is now. The opportunity 

elie . oe ae ee : . surging development that just natur- is yours. Come South right now and 

adcter vehicle tealstalions aceon 83% ally go with growing up. In addition, grow with the young and fast-growing 

Dollar-value of wholesale sales.. . 43% 30% it has plentiful manpower ... ich Southland. 

Dollar-value Of retail Sales....sssssssesessseesere 38% 30% ES See EG expanding markets te “Look Ahead — Look South!” 

Retail and wholesale trade employment.... 53% 32% all the things in one neat “package Horry a a adtly 

Dollar-value of world trade (imports and that make for industrial success. ¢ z 

exports) through Customs districts........ 169% 132% President 

Dollar-value of retail trade payrolls..........162% 104% 

Gross personal income............... .. 90% 83% 

ree yy | SOUTHERN RAILWAY SYSTEM 

Number of industrial and commercial firms 51% 24% negate dec A Ek 


All America is growing—but the fast-growing youngster of the “family” is the modern South! 


National Federation to Set Professional Standards 
by A. Moyer Kulp 


THE DIRECTORS OF THE National Federation of Finan- 
cial Analysts Societies made history at the Montreal 
Convention when they approved the report of the Pro- 
fessional Ethics and Standards Committee for Analyst 
accreditation by a vote of 56 to 13. This report provides 
for the establishment of professional standards through 
the proposed Institute of Chartered Financial Analysts. 

There was a full and comprehensive discussion of this 
report at the annual directors’ meeting after submission 
of a summary and interpretation of the questionnaire 
replies from the Analysts. 

As of June 12, 1959, there were 1,297 replies, well 
distributed among the 22 Societies. This represents 
over a 20% response, with 75% of the replies for the 
proposal, and 25% opposed. 

Nearly 600 of the Analysts indicated they would take 
the proposed examinations for accreditation. This was 
considered a favorable initial interest. The number and 
the quality of the comments and letters received (both 
for and against) was particularly significant since it 
indicated a wide and accelerating interest. This was 
probably due to a better understanding of the proposal, 
made possible by sending each Analyst a copy of the 
committee’s report and proposal dated April 30, 1959. 

The Directors of the Federation approved the report 
with instructions that a final revised report be drafted, 
giving effect to some minor changes suggested by the 
Analysts’ replies and clarifying paragraph 5 on page 2 
of the report with respect to the Initiating Group. 

The Initiating Group is exactly what the name im- 
plies and differs from membership in the Institute at- 
tained by successful examination. Analysts in the 
Initiating Group, seeking accreditation, will be required 
to take the examinations appropriate to their age and 
experience status (just the same as all other Analysts) 
as outlined in paragraphs 3 to 7 inclusive on pages 1 
and 2. The report implied but did not spell this out. 
The Chairman reported to the National Directors at 
the annual convention in Montreal that this requirement 
was definitely established and agreed upon originally by 
the Professional Ethics and Standards Committee, and 
subsequently by the Executive Committee of the Na- 
tional Federation at its April meeting in New York 
City. (Likewise, the June 16th edition of Entre Nous a 
Montreal erroneously reported “a ‘grandfather clause’ 
provides that present members of the Federation be 
excluded from the necessity of taking examinations.” ) 

Among the refinements in the final report, which will 
be submitted to the national directors for mail ballot, 
are elimination of the waiting period for Examination I; 


A. Moyer Kulp, is chairman of the National Federation’s 
Committee on Professional Ethics and Standards. He is also a 
' vice president, director and chairman of the Investment Com- 
mittee of Wellington Fund, Inc., Philadelphia. 
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appropriate provisions for the Montreal and Toronto 
Societies; and clarifying some points which the ques- 
tionnaire replies indicate are still not clear to some of 
our members. 

Accreditation is a voluntary, long-term program to 
establish sound and adequate minimum standards at 
the educational, technical and ethical levels. It will not 
disturb present membership status of any Analyst. It 
will not affect the standing of Analysts who may not 
wish to participate. Accreditation objectives in them- 
selves will tend to raise standards steadily. It will have 
tremendous long-term value in attracting more young 
men and women to our profession. We will be in a 
better position to measure up to the growing impor- 
tance of the Security Analyst. 

A careful evaluation of the questionnaire replies will 
be submitted to the Initiating Group for their guidance 
in setting up an appropriate organization, suitable pro- 
cedures and carefully considered examinations, etc. 
Great care will be taken so that accreditation will be a 
significant and successful milestone in the Analyst 
movement, comparable to the founding of the National 
Federation, The Analysts Journal and the Analysts 
Seminar. - 

The Committee deeply appreciates the members’ 
confidence and welcomes your support during the com- 
ing year in setting up the Institute of Financial Analysts. 


* Co * 


The results of the questionnaire replies as of June 12 were: 


Indicated 


Take Take Total 
Society Replies Yes Exam. No Exam. Exam. 
Baltimore 15 13 8 2 be 8 
Boston 101 64 40 37 4 44 
Chicago 107 92 57 15 5 62 
Cleveland 58 50 32 8 4 36 
Dallas 21 15 10 6 mie 10 
Denver 5 3 ae 2 aa Oe 
Detroit 35 30 10 5 2 12 
Houston 8 6 3 2 ua 3 
Kansas City 16 13 3 3 1 4 
Los Angeles 32 26 15 6 I 16 
Montreal* 40 31 10 9 2 12 
New York 449 303 182 146 28 210 
Omaha-Lincoln 28 Ley; 7 11 2 9 
Philadelphia 123 104 48 19 2, 50 
Providence 15 11 4 4 1 ey 
Richmond 29 25 10 4 1 11 
Rochester 12 8 3 4 3 6 
St. Louis 25 14 9 11 2 11 
San Francisco 77 53 31 24 9 40 
Toronto* 38 35 20 3 a 20 
Twin Cities 44 34 21 14 ENS 21 
Washington 19 15 ff 4 1 8 
Total 1297 962 530 339 68 598 


*Text Books and Examinations for the Canadian Societies 
need further study. 
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What Do You Want to 
Know About Doing Business 
in Canada? 


To receive one, or more, of these booklets, attach this coupon 
to your business letterhead. Check the box opposite the booklet, 
or booklets, desired. Address your request to Business Devel- 
opment Department, Bank of Montreal, P. O. Box No. 6002, 
or to any of the Bank's U. S. offices listed below. 


] Your Guide to Business in Canada...48 pages 
...the facts about Canadian company formation, labor 
laws, tax and customs regulations, imports and exports, 
patents, copyright, and trade marks. 


L) Canada Today...104 pages...a concise pictorial 
introduction fo the land, the people, and the economy 
of Canada. 


LJ Taxation in Canada... 40 pages...a detailed out- 
line of corporate and personal taxation in Canada. 


() A Guide for Oil and Gas Operators in Canada 
---40 pages...discusses ownership, disposition, and 
operation cf petroleum and natural gas rights province- 
by-province. 


Canada's First Sank with more 
than 775 branches coast-to-coast 

has an intimate, first-hand knowledge 
of Canadian business conditions 

and government regulations. 

The Bank’s experience and facilities 
can be particularly useful to U. S. 
firms with business operations north 
of the border. 


N v 
To aid U. S. executives with Canadian MY A ANK B M 
interests, Bank of Montreal issues a 70 2 MILLION CANADIANS AN K. 0 F ON TREAL 
number of valuable publications. Canada's First Sank Coast-to- Coast 
Four of these are described on the 
BRANCHES IN ALL TEN PROVINCES 


coupon above. Any one, or all four, nae j 
are yours for the asking. District Headquarters: 


q Halifax, Toronto, Winnipeg, Calgary, Vancouver 
me Office S NEW YORK: 64 Wall St. + SAN FRANCISCO: 333 California St. 
VWWontreal CHICAGO: Special Representative’s Office, 141 West Jackson Blvd. 


775 BRANCHES IN CANADA, UNITED STATES, GREAT BRITAIN AND EUROPE + RESOURCES EXCEED $3,000,000,000 + © CORRESPONDENTS THROUGHOUT THE WORLD 


+ 


CONVENTION BUSINESS SESSIONS 


Canadian Pacific Railway Company 


At the Canadian Pacific forum, officials of this com- 
pany headed by N. R. Crump, president, assisted by 
L. B. Unwin, vice president of finance; R. A. Emerson, 
vice president of operations; and F. E. Stone, assistant 
to the president; provided background material in order 
to enable those Analysts present to obtain better com- 
prehension of the broad scope of the company’s ac- 
tivities. 

The Analysts were told that Canadian Pacific was a 
gigantic enterprise with 85,000 employees and $2.4 bil- 
lion of assets of which $700 million were invested in 
railroad properties. In the past decade, Canadian Pa- 
cific has spent some $100 million a year for capital 
improvements, with prospects of such capital improve- 
ments continuing at an $80-$85 million rate each year 
for the next decade. Of the company’s more important 
non-railroad assets mentioned by Mr. Crump were: 
(1) Consolidated Mining and Smelting, 51% owned; 
(2) a chain of hotels, and of telegraph and communi- 
cations systems; (3) a large trucking subsidiary (largest 
trucker in Canada); (4) an important steamship com- 
pany operating on both the Atlantic and Pacific Oceans, 
and also inland waterways on both coasts; (5) an air- 


line, third largest among all airlines as measured by 
mileage covered; and (6), oil and gas properties. 


Both Mr. Unwin and Mr. Emerson went into detail 
respectively with relation to the financial and operating 
policies of the railroad. Mr. Stone gave a very compre- 
hensive review of the company’s oil and gas operations, 
with particular stress on Canadian Pacific’s new policy 
on farm-out agreements with the larger oil companies, 
the Canadian Pacific in many instances obtaining equal 
profits while sharing expenses pro-rata with the oil com- 
panies which supervise drilling operations. 


During the question and answer period, these com- 
pany officials elaborated on the extent of regulations 
exercised by the Board of Transport Commissioners, on 
merger prospects with respect to its three American 
controlled railroads—the Soo Line, the Wisconsin Cen- 
tral and the Duluth, South Short & Atlantic; on labor 
agreements; on depreciation policies as approved by 
Canadian authorities; and prospects for Canadian Pa- 
cific in 1959. As of the present, management is hopeful 
that gross revenues may increase five percent as com- 
pared with those of 1958. However, no estimate was 
furnished with respect to common share earnings for 
the full year 1959.—P. R. B. 


Conferring with N. R. Crump, president of Canadian Pacific 
Railway Co., are, left to right: R. A. Emerson, vice president, 
operations and maintenance; D. E. F. Watts of Molson & Co. 
Limited, committee chairman; F. V. Stone, assistant to the 
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president; Mr. Crump; L. B. Unwin, financial vice president; 
and Pierre R. Bretey, general partner, Hayden, Stone and Co., 
Wall Street rail analyst and editor of The Analysts Journal. 
Much interest was evidenced at the Canadian Pacific Forum. 
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Pulp and Paper Industry 


Chairman: J. Murray Savage 
Newsprint Association of Canada 


Nothing boastful and nothing extreme was voiced at 
the Pulp and Paper Industry forum. But the chairman 
and three speakers spoke with quiet confidence about 
the industry and its future. 


Even the upsurge of pulp and paper production in 
under-developed countries holds no terrors for H. M. S. 
Lewin, vice president, The Bowater Corp. of North 
America, Ltd. 


“Mexico,” he said in review, “has recently installed 
a substantial amount of newsprint capacity; Japan has 
started up a large number of new newsprint machines 
since 1950; New Zealand has a newly established in- 
dustry which is growing rapidly; and some large scale 
plants have been announced in several of the South 
American States — notably Chile — Central America, 
and the West Indies. Most of these projects have been, 
or are to be, privately financed, except for some of the 
South American plans. 

“The big exceptions are to be found in the Com- 
munist countries. Russia, for instance, has plans for a 
very large amount of new construction and reconstruc- 
tion of old machines, which will expand her capacity to 
about 3.5 million tons of paper by 1965, all of which 
will be financed by government agencies. The same ap- 
plies to Communist China with a capacity target of 2.5 
million tons by 162, and to the satellite countries of 
Eastern Europe. India also has some ambitious plans, 
to be financed by official agencies,” reported Mr. Lewin. 

He then revealed why this growth did not disturb 
him. “One could perhaps be apprehensive regarding all 
the world forces playing on our industry here, were it 
not for the fact that what has happened in pulp and 
paper has happened in every other important basic in- 
dustry, namely, any narrowing of the markets, any in- 
crease in competition has been more than offset by the 
increasing demand. And, “declared Mr. Lewin,” the 
potentialities of the demand cannot be overestimated.” 

C. E. F. Jones, president, Riordan Sales Corp., New 
York, speaking on “The Canadian Pulp Industry and 
World Markets,” finds nothing upsetting in the Euro- 
pean Common Market. “I should think it would tend 
to add stability to the market” he said. “Since pulp flow 
between the Common Market countries has not been 
adversely affected by tariffs for some time, it is difficult 
to see how the pulp industry will be seriously affected 
by the development of the Common Market.” 

Forecasting regularly increasing North American use 
of pulp, paper, and paperboard products, Mr. Jones 
said that in market pulp he expects most of the growth 
to take place in the dissolving pulp, rather than in the 
paper pulp segment. 

The future of the wood cellulose fibre with its great 
versatility and relatively low cost will continue to be 
sound, he stated. 

Surveying the three major markets for dissolving 
pulp — textiles, tire cord, and cellophane — Mr. Jones 


68 


claimed that the tire cord market provides a, particu- 
larly interesting case study. “Last year the rayon in- 
dustry developed a new viscose tire cord which is being 
marketed under the trade name, “Tyrex.’ Repeated test- 
ing by independent. laboratories has demonstrated the 
superiority of viscose Tyrex cord tires over any other 
kind. This was recognized by the Automobile industry 
in North America last year in their use of Tyrex cord 
tires as standard equipment on all makes of 1959 pas- 
senger cars,” he said. 

Describing the present pulp industry in Canada and 
the United States as fundamentally sound, Mr. Jones 
recognized certain problems. “In both countries, there 
is plenty of excess capacity that will exist for some time, 
and we must continue to fight to hold down our con- 
trollable costs.” 

Just as neither of the other speakers at the forum in 
the Queen Elizabeth’s Jolliet Room was frightened by 
the Chilean and Chinese stepped-up production, or by 
the European Common Market, Arthur P. Jewett, vice 
president (Sales), Abitibi Power and Paper Co., re- 
fused to be stampeded by the rise in production in the 
southern United States. 

“There is a place for the southern newsprint industry. 
With continually rising transportation costs and the rise 
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in the southern economy my own view is that the de- 
velopment of that industry was perhaps an economic 
necessity for local consumption. and that there is plenty 
of room elsewhere on the continent for the Canadian 
industry. 

“I am as certain as I can be, and historic records 
bear me out, that the consumption of newsprint will in- 
crease on the average at a significant annual rate of 
around three percent on this continent and, given a 
freer economy, perhaps at a greater rate elsewhere,” he 
forecast. 

Mr. Jewett interpreted this year’s rise in newsprint 
consumption accompanied by fractionally lower ship- 
ments as meaning that the increase has been taken out 
of the publishers’ inventories. “These have now fallen 
to a figure which the publisher argued in 1956 to be 
unhealthfully low,” he said. 


With the Canadian newsprint industry currently 
operating below its total rated capacity, the rate will 
grow, and not decrease, he said. 


“The rate of operation will grow for two reasons, one 
being increased population directed at circulation, and 
the other, increasing prosperity resulting in increased 
advertising. I think that some idle or latent capacity is 
necessary in any industry if it is to serve its customers 
adequately during bulges in the economy,” he con- 
cluded. 

This opinion was strongly supported by the chair- 
man, J. Murray Savage, Newsprint Association of Can- 
ada, while replying to questions following the formal 
addresses. 

Mr. Savage is a believer in a mill having the surplus 
capacity to handle sudden jumps in demand for news- 
print. If it cannot, and if an understocked publisher 
cannot obtain supplies promptly, advertisers’ budgets 
allocated to newspaper advertising may slip away to 
some more accommodating medium. 
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Oil and Gas Industry 


Chairman: Peter Mackenzie 
Dominion Securities Corp. Ltd. 


A bright future for Canada’s oil and gas industry was 
envisioned by the three speakers who participated in 
this forum. 

Summarizing the current Canadian petroleum pic- 
ture, W. H. Rea, president of Canadian Oil Companies 
Ltd., said that consumption totals 800,000 bbl. daily, 
refinery capacity 860,000 bbl. daily, crude produc- 
tion 500,000 bbl. daily, and oil production capacity 
1,000,000 bbl. daily. 

Detailing possible expansion of the Canadian market, 
he said that Canadian consumption is expected to in- 
crease at roughly 5-7% annually, which amounts cur- 
rently to 50,000 bbl. per day. If 60% of Canada’s 
consumption is within the marketine orbit of Canadian 
crude oil, he declared, then the increased domestic 
market per year would be 30,000 bbl. daily. 
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In Ontario, Mr. Rea said, one-third of the market of 
about 275,000 bbl. daily is supplied by foreign sources. 
But Ontario refiners are raising their capacity to supply 
all the Ontario market exclusive of the Ottawa Valley. 
In fact, by the close of 1959 Ontario will have a re- 
finery capacity of 270,000 bbl. per day. “Accordingly, 
there is a possible additional market of from 50,000- 
60,000 bbl. in Ontario to supply the Ontario market 
exclusive of the extreme eastern area, namely the 
Ottawa Valley section.” 

There has been agitation for several years for a pipe- 
line from Western Canada which would capture the 
250,000 bbl. a day Montreal market, Mr. Rea noted. 
However, it would cost $400 million and before it could 
be built long-term purchase and sales contracts would 
be required to assure its financing. Obviously, he said, 
Montreal refineries would not tie their hands in such a 
manner unless forced to do so by government inter- 
vention. : 

“There is a group of independent producing com- 
panies agitating strongly for the erection of a pipeline 
to Montreal and artificial barriers against foreign oil,” 
Mr. Rea said. “Others feel such action should be under- 
taken only as a last resort.” 

“In summarizing the outlook for additional markets 
for Canadian crude oil in Canada, it would seem logical 
to expect that Canadian crude oil can penetrate east- 
ward into Ontario to supply all of that province except 
the extreme eastern area known as the Ottawa Valley. 
This could provide additional markets for about 
50,000-60,000 bbl. daily, and bring within the Cana- 
dian orbit of supply 60% of Canada’s total petroleum 
needs. This is in addition to the increase in consump- 
tion of some 30,000 bbl. daily.” 

On Canadian oil exports, Mr. Rea said that the areas 
of the United States within the foreseeable economic 
orbit of supply are: 


(1) The Puget Sound area, where recent nomina- 
tions for Canadian crude are now slightly over 50,000 
bbl. daily. “With additional refining capacity in pros- 
pect, it is not beyond the bounds of possibility that 
Canada will someday supply most of the demand in this 
area.” 

(2) The route of the Interprovincial Pipeline from 
Western Canada through North Dakota, Minnesota, 
Wisconsin, and Upper Michigan. Approximately 
66,000 bbl. per day of Canadian crude are moving into 
this area. “Double the current take of Canadian crude 
should be possible within the next five years.” 

(3) The Detroit-Toledo refining area, which is within 
100 miles of the point where the Interprovincial Pipe- 
line re-enters Canada at Sarnia. Although Toledo is 
closer to the Mid-Continent oil fields, Canadian crude 
pricewise is within range of this market, where 200,000 
bbl. per day of refining capacity is located. 

(4) During the Suez crisis a substantial amount of 
Canadian crude oil moved off-shore to California. Low 
tanker rates give foreign crudes an advantage ‘over 
Canadian crudes at present. However, in a time of high 
tanker rates this market does present a possibility. Ship- 
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ments to California are likely to be on an interruptable 
basis, dependent on tanker rates. 

Shifting to the broader picture, J. A. Cogan, vice 
president of Imperial Oil Ltd., said that the world 
petroleum industry supplied a record seven billion bbl. 
last year, or more than 18 million bbl. daily. 

He noted that there had been considerable publicity 
and speculation about the possible sale of Soviet con- 
trolled oil in Western Hemisphere and world markets. 
Over the past five years, he said, there has been a steady 
increase in the volumes of oil exported from the 
U.S.S.R. and its satellites. “Currently, it is estimated 
that the total of such shipments is running in the order 
of 250,000 bbl. daily which is, of course, well below 
2% of the Free World’s demand.” 

“It is anticipated that total Russian shipments will 
continue their gradual increase, but because of the rap- 
idly growing internal Russian needs their exports are 
unlikely soon to outgrow a nuisance position in world 
markets and thus remain a very minor factor in the 
Western Hemisphere.” 

As this forum moved on from petroleum to natural 
gas, A. G. Bailey, president of the Alberta Gas Trunk 
Line Co., explained that Canadian gas consumption has 
been confined until now to the Prairies and Southwest 
Ontario. 

“With the advent of Trans-Canada Pipe Lines, the 
ground work has been laid for a new national industry,” 
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Preferred Dividend 

A quarterly dividend of $1.06 
per share has been declared 
payable on the first day of 
August 1959 to holders of 
record at the close of business on 
July 10, 1959 of the Com- 
pany’s Cumulative Preferred 
Stock, 4.25% Series. 


Preferred Dividend 

A quarterly dividend of $1.20 
per share has been declared 
payable on the first day of 
August 1959 to holders of 
record at the close of business on 
July 10, 1959 of the Com- 
pany’s Cumulative Preferred 
Stock, 4.78% Series. 


Common Dividend No. 281 
A quarterly dividend of 70 cents 
per share on the Common Stock 
of the Company has been de- 
clared, payable on the first 
day of August 1959 to stock- 
holders of record at the close of 
business on July 10, 1959. 

Checks will be mailed from 
Old Colony Trust Company, 
Boston. 


ALBERT C. McMENIMEN 
Treasurer 


Boston, June 22, 1959 
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DX is the brand name of quality products manufactured by D X Sunray Oil Company, a wholly-owned subsidiary 


he said. “As a result, per capita consumption in Canada 
is expected to rise from about 10,000 cu. ft. per person 
today to 75,000 cu. ft. per person by 1980.” 

With proven reserves of over 30 trillion cu. ft. and a 
long-term potential of 300 trillion cu. ft., he declared, 
there is more than enough gas to meet all immediate 
and future Canadian needs, with very large volumes 
available for export. At the end of 1958, proven re- 
serves in the U. S. totalled 250 trillion cu. ft. 

Present requirements for Canadian gas, either under 
application or dedicated, total 27.6 trillion cu. ft., Mr. 
Bailey said. 

Once gas export from Alberta gets into high gear, 
hundreds of wells will have to be drilled in presently 
proven areas to supply the deliverability required, Mr. 
Bailey said. 

This is entirely aside from the increase in exploration 
activity which will go along with such increased require- 
ments, he added. Also required will be field gathering 
systems, treating and processing plants for sour and wet 
gases, sulphur plants to extract and deliver the sulphur, 
and many plants to produce petrochemical and liquefied 
gas products. 

“Tt is quite possible,’ he said, “that products pipe- 
lines to carry the light fractions such as propane and 
butane to the head of the lakes or the Pacific Northwest 
may be built and there is talk of building facilities to 
transport sulphur to these same markets. All of this 
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will naturally require a great deal of money.’ 

Over 6,000 long tons of sulphur per day, or about 
one-tenth of the world’s available supply, will have to 
be marketed, with over 50,000 bbl. per day of light 
ends such as propane, butane, etc. Successful marketing 
will require the working out of arrangements between 
producers, pipeline companies, refineries and industrial 
consumers. 

Mr. Bailey estimated that over $500 millions would 
be needed for these purposes during the next four to 
five years, assuming gas export is granted. A very high 
percentage of this will have to come from the public, 
through the financial industry. 
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The Future of Quebec 
Chairman: R. D. J. Lafferty, C. J. Hodgson & Co. 


-Montreal’s position as a major city of Canadian 
finance was strongly emphasized during the forum on 
“The Future of Quebec”. 


This forum featured talks by Dr. R. A. MacDonald, 
chief geologist, Labrador Mining & Exploration Co. 
Ltd., who spoke on “New Developments in Quebec’s 
Mineral Resources”; Leo Roy, general manager of 
Quebec Hydro-Electric Commission, on “Quebec’s 
Hydro-Electric Power Resources;” and Leonard Mil- 
ano, executive vice president of Quebec Natural Gas 
Corp., who discussed “The Future Market for Natural 
Gas in the Province.” 

“As an industrial center,” said Mr. Lafferty, “Mon- 
treal is probably the most important in the Dominion 
since it has more head offices of public companies than 
any other city in Canada.” 

He pointed out that Montreal is the home location 
for two of Canada’s largest banks, two of the largest 
insurance companies and two of the biggest railroad 
systems in the world—namely, the Canadian Pacific and 
Canadian National Railway companies. 

In addition, it is the headquarters for two of the 
largest trust companies in Canada—controlling between 
them assets of three to four billion dollars. 


From an industry viewpoint, he said, Montreal acts 
as general headquarters for no less than six major in- 
dustries. 


“These include,” he said, “the Aluminum, Chemical, 
Forest Products and Newsprint, Cement and Construc- 
tion, Textile, Glass, and Tobacco industries. 

“In terms of manufacturing output, Montreal has the 
largest annual production of any center in Canada. 

It was explained however, that industry in the Prov- 
ince of Quebec is not as broadly diversified as in On- 
tario where regional centers such as Oshawa, Windsor, 
London, Galt and Kitchener are more developed than 
their comparative counterparts here. 

Speakers attributed this to the fact that the Canadian 


automotive industry is located mostly at Windsor and 
Oshawa. 
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This fact is illustrated by steel consumption figures. 
Whereas Ontario and Quebec use 85% of Canada’s 
steel supply, nearly 62% goes to Ontario, he said. 

Speakers felt, however, that Quebec’s rate of indus- 
trial expansion may well exceed Ontario’s as a result of 
plan to build a new steel mill on the south shore of the 
St. Lawrence river, Mr. Lafferty reported. 


The mill in question is to be built by Dominion Steel 
and Coal Co. Ltd. in cooperation with the Sogemines 
Group at Contrecoeur, Quebec. 


In concluding his report on the forum, Mr. Lafferty 
also quoted several points of interest from the talk (on 
Hydro Power Resources) by Mr. Roy. 


“Tt is our firm conviction,” said Mr. Roy, “that the 
Province of Quebec is one of the few remaining areas 
in this North American continent where power-hungry 
industry can be guaranteed essential electricity at the 
cheapest prices in the world.” 

He pointed out that Quebec rivers contain some 30 
million horsepower—the equivalent of 40% of Can- 
ada’s estimated 75 million horsepower potential. 

By 1959 Quebec turbine installation will generate 
10 million horsepower—45% of Canada’s total instal- 
lation. : 

By 1963, they will generate more than 12% million 
horsepower. 

“Simple arithmetic reveals that waiting to be har- 
nessed are rivers with a potential of 20 million horse- 
power,” Mr. Roy concluded. 

Quebec is the most highly developed. area in the 
world as far as hydro-electric power is concerned, 
Quebec has 1.7 horsepower per capita; Norway 1.6; 
and the U.S. 0.2. 
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Banking in Canada 
Chairman: T. D. Lewis, Bank of Montreal 


Despite Canada’s tight-money situation, there will be 
no discrimination against the small loan borrower. 

This assurance was given during a heated discussion 
following the “Banking in Canada” forum. Panel mem- 
bers were: R. D. Mulholland, general manager, Bank 
of Montreal; W. E. McLaughlin, assistant to the presi- 
dent, Royal Bank of Canada; and T. L. Avison, general 
manager, Canadian Bank of Commerce. 

In Canada, the Bank Act, which comes up for re- 
vision every 10 years, sets a maximum rate of interest 
chargeable by banks. Many small-loan borrowers are 
concerned that they will not get the necessary credits 
because of the banking system’s tightness. 

There is a very narrow spread at the moment be- 
tween the prime rate — 514 % — and the legal ceiling 
of 6%. 

During the forum discussion, a revision of the Bank 
Act (before its expiry date in 1964) was advocated in 
order to protect the “small borrower.” 

In order to get a bank loan, it was stated, the least 
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credit-worthy borrower is quite prepared to pay a pre- 
mium. However he wants to feel sure money will be 
available to him if he justifiably needs it. 

Panel members pointed out that there is no need for 
an increase in the bank-loan ceiling, as the small-loan 
borrower would be considered whatever the money 
situation. 

Banks are prepared to look after the “little fellow,” 
and it would be the large borrower who would find it 
harder to obtain credit. 


Earlier, Mr. Mulholland, comparing the Canadian 
and American banking systems, stressed that although 
the two systems have a common origin, they have de- 
veloped along completely different lines. 

Canada’s branch banking system is more flexible, he 
said. It expands into new areas as banking facilities are 
required, and it grows as a whole with a country’s 
growth. 


At the heart of the Canadian system’s adaptability in 
serving the changing needs of the economy is the fact 
that the basic charter—the Bank Act—comes up for 
revision every 10 years. This review, which takes the 
form of public hearings by a parliamentary committee, 
provides the public, the government and the banks 
themselves with an opportunity to reconsider the basic 
“ground rules” governing the bank business. 

The last bank failure in this country was 36 years 
ago, he pointed out. During the U.S. “bank holiday” 
in 1933, no Canadian bank closed its doors and there 
was no diminution in the confidence Canadians hold in 
their banks. 
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The Aluminum Industry 
Chairman: A. A. McLaughlin, Baker, Weeks & Co. 


While the price of aluminum may be expected to in- 
crease if there are increases in wage rates in the United 
States, the industry is faced by the necessity of remain- 
ing competitive and seeking new markets, John H. 
Krey, vice president of Reynolds Metals Co., said in 
answer to questions from the floor. 

It is not by any means certain that there will be wage 
increases this year, he added, but if there should be it is 
extremely likely that the industry will seek to recover 
some of these costs by increasing prices. However, “we 
must realize that aluminum is not a way of life; it must 
be sold in competition with other metals.” This fact, 
he said, would definitely concern the industry if costs 
should rise. 

It is also important Mr. Krey said, that the industry 
remain financially healthy in order to develop and pro- 
mote new applications for aluminum and fight its way 
into new markets. 

Questioned about the price situation in Canada, 
Dana T. Bartholomew, vice president of Aluminium 
Limited, Montreal, pointed out that prices of most 
prime commodities are lower outside the U.S. than in 
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Dana T. Bartholomew, vice president, 
Aluminium Ltd., spoke on “World Posi- 
tion of the Industry.” 


any other country. This situation, he said, is likely to 
continue. 


None of the members of the panel would comment 
on the likely reaction of U.S. producers if Canadians 
failed to go along with an American price increase. 


On the subject of Russian competition, Mr. Bar- 
tholomew pointed out that Russian exports to Great 
Britain have been on the 15,000 ton per year level. 
Previous higher exports declined last fall when China 
entered the market as a purchaser of Russian Alum- 
inum. 


There’s great interest in Africa, Mr. Bartholomew 
stated. In fact “the free world’s largest and most eco- 
nomically undeveloped hydro-electric power is in 
Africa.” 

Mr. Krey told the meeting that North American 
aluminum consumption increased threefold from 1946 
to an estimated 2,400,000 tons for this year, an increase 
attributable in no small measure to the versatility of 
the metal. And over the next 13-year span—from 1959 
to 1972—he believes another tripling in consumption 
growth, and possibly more, might be attained. 

In stating that he was relatively new to the aluminum 
industry—“in both a personal and corporate sense”— 
W. J. Bennett, recently-elected president of Canadian 
British Aluminium Limited, said that Canada should be 
able to maintain its present 20% share of the world 
aluminum market. 


However, he warned that account would have to be 
taken of possible new production in other areas, notably 
Africa, and such factors as currency difficulties and 
government policies with respect to tariffs and quotas. 
He based his assessment primarily on the fact that 
Canada has large amounts of economic hydro-electric 
power available on or near tidewater, thus facilitating 
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transportation. Other factors cited were availability of 
labor and the favorable investment climate. 

Mr. Bennett also suggested that it would be “very 
much in our mutual interest” if the trading deficit with 
the U.S. were either removed or at least kept within 
manageable proportions. 

(For many years Mr. Bennett was in charge of Can- 
ada’s atomic energy program). 
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Uranium and Atomic Energy 
Chairman: R. L. Hunter, W. C. Pitfield & Co. Ltd. 


Where 150 analysts were expected to attend the 
forum on Uranium and Atomic Energy, 250 turned up 
to hear the panel report on past and present problems 
of the new industry. 


Dr. David A. Keys, scientific advisor to the president 
of Atomic Energy of Canada, Ltd., took his audience 
far into the future. “Nuclear fusion, which supplies the 
energy we derive from the sun and stars, is a possibility 
that will eventually become controlled,” he forecast. 


Reviewing current developments in the United King- 
dom, Dr. Keys said that by 1966, 15% of the total 
electrical producing equipment in the U.K. will be oper- 
ated by nuclear energy and will be delivering 25% of 
the power consumed there. “The Hinkley Point plant, 
due to be in operation in 1962, will generate 500 mega- 
watts of electricity and the cost per kilowatt hour from 
it should be 10% less than present average costs,” he 
said. 

“Today,” he added, “‘we find U. S. reserves reaching 
a total of 82.5 million tons of a 0.27 per cent U308 
grade, approximately five pounds per ton. Commercial 
deposits have been located in eight western states 
ranging from Washington and Oregon to southeast 
Texas. The number of producing mines was 624 in 
1958 and the value of production this fiscal year will 
exceed $270,000,000. This is a greater value than the 


combined values of U.S. lead and zine production for 
the same period and was achieved over a span of only 
11 years.” 

Reporting on the Canadian uranium industry was 
U. S.-born Franc R. Joubin, a leading Canadian mining 
geologist. He revealed that it creates about one million 
dollars a day in new wealth. Sketching the Canadian 
uranium industry’s magnitude, Mr. Joubin said: “It 
has created new and direct employment for about 
15,000 men and indirect employment for five times that 
figure. By 1962 or ’63 it will have improved Canada’s 
trade balance position with the U. S. by over 1.5 billion 
dollars. And no one can calculate the value of Can- 
ada’s uranium industry, past, present, and future, in 
terms of self defense. Nor can anyone yet calculate the 
measure of acknowledged importance that Canada’s 
production will mean in the world development of nu- 
clear power.” 

Summing up the present Canadian operating per- 
formance as “good,” Mr. Joubin claimed that “the 
largest Canadian producers, after debt retirement, 


~ should be able to produce massive amounts of uranium 


oxide—and for a long time—at costs of not more than 
$4.00 per pound.” 
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British Columbia Power Corp. 
Chairman: P. B. Reid, MacDougall & MacDougall 


While uncertain as to development of either the 
Peace or Columbia Rivers as power producers, British 
Columbia Power Corp., at the present time, favors de- 
velopment of the Peace. 

This opinion was elicited at the panel concerned with 
the history, the annual report, and plans of the com- 
pany which operates with net assets of $600,000,000 
on the lower mainland of British Columbia and on 
Vancouver Island. 

Meeting under the chairmanship of P. B. Reid, of 
MacDougall & MacDougall, delegates followed closely 
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50¢ per share on Common Stock, 

2834¢ per share on the 4.6% 

Vide Cumulative Preferred Stock. 
Common Stock dividends are payable 

July 15, 1959 to stockholders of 

record at the close of business June 

29, 1959. 
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the remarks of Harry L. Purdy, Lorn McLean, F.C.A., 
and A. Bruce Robertson, Q.C., all corporation officers 
and all optimistic of higher earnings and expansion. 
Contributing to corporation profits are sales of natural 
gas, already satisfactory but with the rate of profit on 
the uptrend. 

One of the chief advantages to the company in any 
development of British Columbia’s major rivers, would 
be lower cost of water storage, which is fairly steep on 
some streams harnessed by B. C. Power. 
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British American Oil Co. Limited 
Chairman: D. E. F. Watts, Molson & Co. Limited 


British American Oil Co. spokesmen welcomed the 
exemption of Canadian crude oil from U.S. import 
quotas and predicted record crude production for 1959. 
At the same time they expressed cautionary words 
about the new National Energy Board and urged 
Canadian refineries to show restraint in building new 
capacity. 

B-A President E. D. Brockett said that Canadian 
crude oil production, which was down about nine per- 
cent in 1958, is showing a recovery in 1959 that will 
likely pass the 1957 record level of 500,000. bbls. daily. 


With the recent exemption of Canadian crude from 
U.S. import quotas, he said, export demand in 1959 
should exceed 100,000 bbls. a day, not far short of the 
1956 level which was swollen to a considerable extent 
as a result of the Suez crisis. 


“Nominations for Western Canadian crude by U.S. 
refiners have already shown a considerable increase. 
Canadian crude has a competitive advantage over U. S. 
crude in the Puget Sound and north central areas of the 
U.S., and we feel Canada can look forward to a con- 
tinued growth in these markets over the longer term,” 
he said. 

Mr. Brockett said B-A’s exploratory and producing 
operations in Western Canada are expected to make the 
major contribution to the future earnings growth of the 
company. To date, these operations have taken a large 
share of the capital spent by the company without con- 
tributing materially to consolidated earnings. He said 
the company was expecting an improvement in earnings 
for the first half of this year and—barring unforeseen 
developments—anticipated an improvement in second 
half earnings as well. 


Regarding the National Energy Board, E. D. Lough- 
ney, senior vice president, said “while a certain amount 
of Federal regulation is necessary when energy moves 
interprovincially and internationally, over-regulation of 
energy and energy sources could be fatal to the growth 
of the industry.” 

He urged that the Energy Board should be made up 
of “top-notch broad-gauge people” and should exercise 
caution in implementing the regulatory powers, particu- 
larly in view of the split jurisdiction between the prov- 
inces and the Federal Government. 
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“It is hoped that the application for the export of gas 
surplus to Canada’s foreseeable needs already in the 
hands of the Government will receive early attention 
and approval in order that the vast volume of natural 
gas available in Western Canada can be utilized and 
begin a return on the investment that the industry has 
put into this phase of the business,” Mr. Loughney said. 


He said that at the end of 1958, B-A had proved 
reserves of natural gas equivalent to nearly 20% of the 
industry total in Western Canada. Over the next five 
years, B-A’s residue gas sales are expected to build up 
from the maximum of just over 100 million cu. ft. per 
day in 1959 to nearly 500 million cu. ft. by 1964. At 
today’s gas contract prices, the gross annual revenue 
from residue gas sales and the products derived from 
the raw gas would amount to nearly $50 million by 
1964, Mr. Loughney said. 


D. L. Campbell, also a senior vice president, said that 
some excess refining capacity was necessary in the oil 
industry to meet anticipated markets. However, he cau- 
tioned that lack of restraint in building new capacity, 
and in operating capacity that already exists, would 
further aggravate the present price situation in the in- 
dustry. 

He said that B-A’s crude oil production in Canada 
and the U. S. equalled more than half of the company’s 
refinery requirements, making B-A the most highly in- 
tegrated company in the Canadian oil industry. 

L. R. Woolsey, general manager of marketing, said 
that B-A’s sales of all products over the last 20 years 
have gone from 5.3 million bbls. a year to nearly 40 
million bbls. Over the last 10 years they have shown 
a three-fold increase. 

“In terms of volume, industry sales of all products 
increased just over two per cent in 1958, while total 
sales by British American increased nine per cent,” he 


YALE & TOWNE 


Declares 285th Dividend 
3712¢.a Share 


On May 28, 1959, 
dividend No. 285 of 
thirty-seven and one-half 
cents per share was 
declared by the Board 


of Directors out of 

past earnings, payable 

on July 1, 1959, 

to stockholders of record 
at the close of business 

June 12, 1959. 


WILLIAM H. MATHERS 


Vice-President and Secretary 


THE YALE & TOWNE MANUFACTURING CO. 


Cash dividends paid in every year since 1899 
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said. However, price-cutting during 1958 plagued most 
of our direct and consumer sales, and at the retail level 
we have been forced to spend a good deal of money on 
temporary competitive allowances to protect our dealers 
against the effects of price wars. 

“This is an unhealthy situation for the industry, 
which must earn over the long term an adequate return 


on invested capital, so that it can continue to attract the’ 


investment dollars it needs to meet the increasing de- 
mands for more and better petroleum products,” he 
said. 

More optimistically, Mr. Woolsey said that product 
demand is expected to increase from 251 million bbls. 
in 1957 to 665 million bbls. by 1975. 

H. T. O’Neill, vice president, said that capital em- 
ployed by B-A over the 10-year period ending Dec. 31, 
1958, totalled $453 million. Production activities took 
48% of this total, manufacturing 26%, marketing 
23% %; and the remaining 212% was expended on 
transportation and miscellaneous titles. 

He said the company does not anticipate the need 
for any new money from outside sources this year. 


Trans Canada Pipe Lines Ltd. 
Chairman: E. W. Kierans, McGill University 


The proposed National Energy Board will not hinder 
the growth of the gas pipe line industry. 

This opinion was voiced during the Convention 
forum on Trans Canada Pipe Lines Ltd., by James W. 
Kerr, president. 

Referring to the new Energy Board, Mr. Kerr said 
the proposed legislation appears to be carefully con- 
ceived and contains many sensible requirements and 
rules. “At this stage, we are optimistic that the future 
climate and framework in which Trans Canada will 
operate will not hinder expansion or growth with Can- 
ada’s bright future economy,” he said. 

“Trans Canada has gone on record as fully recogniz- 
ing the need of a reasonable degree of regulation of the 
industry,” he said. Mr. Kerr pointed out, however, that 
any regulation should not restrict the normal expansion 
of the new Canadian gas pipe line industry. “We are 


' strongly opposed to a recommendation of the Borden 


(Continued on Page 95) 


’ Milwaukee... 
Port of Progress 
A good place to tie up 


The largest in Wisconsin — Oak Creek power plant 
of Wisconsin Electric Power Company, on shore of 
Lake Michigan south of Milwaukee. 


Progress and 
Electric Power Go 
Hand-in-Hand 


Milwaukee is the gateway to an area 
of diversified industry and agricul- 


ture — industries that are the 
nation’s third largest consumers of 
steel — industries whose products 


are a veritable variety shop. Some 
of the richest agricultural counties 
in America’s dairyland are adjacent 
to metropolitan Milwaukee. 
Milwaukee is also the gateway to 
areas served by Wisconsin Electric 
Power Company. A few miles south 


of Milwaukee is our new Oak Creek 
power plant where continuous con- 
struction has been going on since 
1954, Present capacity is 500,000 
kilowatts and a 250,000 kilowatt ad- 
dition is scheduled for completion 
by the end of the year. Another 
similar unit is scheduled for 1961. 
Supporting growth in the area 
served is our continuing expansion 
program which recognizes that prog- 
ress and power go hand-in-hand. 


WISCONSIN ELECTRIC POWER COMPANY SYSTEM 
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Where dams go, things 
grow. Floods cease, irriga- 
tion begins. Farms spring 
up...towns develop...and 
factories hum with new- 
found, low-cost power. 


there’s more to Cities Service 


than meets the eye! 


Factories hum... jobs are created . . . com- 
merce thrives, thanks to abundant, low-cost 
power. Viewing the face of a dam, however, 
these facts are often forgotten... obscured by 
the mighty spectacle of the dam itself. 

Also forgotten ... if known at all...are the 
facts of oil company enterprise, making it pos- 
sible to drive confidently into a service station 
with an order to “fill ’er up.”” Who thinks then 
of far-off drilling crews, thousands of miles of 
pipelines, giant refineries, a fleet of supertank- 
ers, or modern research laboratories? 

Yet the job could not be done without all these 
things. To do its share in serving the nation, 
Cities Service has invested a billion dollars in 
modern facilities...and to be ready for the even 
bigger job of tomorrow, it is constantly expand- 
ing. In two years, Cities Service has spent over 
$350 million on its progressive program. 

Only in this way can America be given what 
it must have for progress—more jobs, more and 
better petroleum products. 


A current example of how Koppers is advertising 


to management men in industry 


Products and Ideas 
that can pay off for you 


Dry ice lasts 3 days 


Here are some reports about Koppers products that should 
interest you; and some ideas, too—other people’s ideas 
as well as ours—which have put Koppers products to good 
use. Maybe you can use some of these products and ideas 
to save money, improve a process, make a better package, 
increase sales or solve another industrial problem. 


in Dylite Insulated Frozen Food Boxes 


You’re in a supermarket or dairy store, and 
there, right in the middle of the aisle, is a 
frozen food display box. It’s in your way 
so you have to walk around it. You can’t 
help seeing “‘Special—Pistachio Ice Cream” 
and you’re trapped. You buy ice cream. 
Then you see that this freezer is unique. 
It can stand in the middle of the floor, 
forcing you to notice it because it needs 
no electrical wires. It works on plain dry 
ice. But dry ice evaporates. Must they 
fill it every day ? No. The box is insulated 
with Dy iTe®, an amazing foamed plastic 
developed by Koppers Plastics Division. 


It’s so amazing, in fact, that the dry ice 
lasts three days before it loses its freezing 
power. You learn, too, that DyLiTE con- 
tainers used for shipping frozen foods 
need only 40% as much dry ice as do 
conventional containers. 

Dy Lite is strong, too. Completely wa- 
terproof and lighter than cork. And it’s 
low cost. It can be molded to any shape 
or size . . . the perfect insulation for 
everything from ice buckets to refrigerator 
and freezer cabinets. Could be DyLITE is 
what you’ve been looking for. Check the 
coupon for the full story. 


A modern Swiss Chalet 
from 12 Creosoted Poles 


You sit inside this striking ski shelter at 
Greek Peak, N. Y., and you can watch 
the entire ski area through the wall of 
glass. Slanting up to the roof apex, serv- 
ing as beams, are 12 massive creosoted 
poles. Black and handsome against the 
light brown of the ceiling boards, the cre- 
osoted poles are easily strong enough to 
support the large roof area, often heavy 
with snow. And because they are pressure- 
creosoted they’ll last into the next century 


' —with no maintenance. 


Pole-type construction is one of the 
most inexpensive ways to build, costing 
up to half as much as conventional con- 
struction. It’s excellent for warehouses, 
shelters, farm buildings, etc. These par- 
ticular poles are yellow pine, pressure- 
treated at the Koppers Wood Preserving 
Division plant at Horseheads, N. Y. Had 
you considered pole-type construction? 
Return the coupon and find out more 
about it. 


New “Fuelproof Sealer’ 
makes old paving young again 


The runway is weathered and worn from 
thousands of takeoffs and landings. “‘Sun- 
light, rain, snow and frost. That’s what 
really does it,”’ says the Airport Engineer. 
“Plus fuel spillage, which literally dissolves 
the bituminous paving.” You step back as 
the applicator truck makes a pass, leaving 
behind it a velvety black 10-foot-wide 
strip of brand new runway surface. “But 
this is the answer,” he gestures. ““Koppers 
Pavement Sealer. We’re sealing these run- 
ways at the rate of seven miles an hour. 
And in good weather the Sealer dries 
inside of two hours.” 

Koppers Pavement Sealer adds years of 
life to asphalt paving—preserves, protects 
and beautifies it. And because of its unique 


‘Hush House”’ cuts jet roar to a whisper 


. major problem of the jet age is noise— 
1e tremendous, shattering roar of the jet 
ngine. To better understand this problem, 
Ou visit the jet engine testing facilities of 
large ‘west coast aircraft manufacturer. 
here, engineers and experts in the field 
f acoustics tell you that unmuffled jet 
Oise can ruin communications, frazzle 
erves, tear concentration to shreds, even 
ndermine health or cause deafness. 
Then how are these engines worked on? 
low are they tested (sometimes for hours 
n end) at a heavily populated installation 
ke this? 

The answer is a “hush house’”’—a pre- 
ision engineered acoustical test chamber 
yhich diverts and dissipates engine noise 


through a series of wave-shaped baffles in 
its air intake and exhaust stacks—and 
which stops noise from going through its 
walls and ceiling with thick acoustical 
panels. Even the thundering boom of an 
enclosed F-102A is reduced to a soft hum 
outside the cell. . 

The Sound Control Department of 
Koppers Metal Products Division designs 
and manufactures “hush houses” and a 
complete line of silencers and acoustical 
systems for all industry, including silencers 
for gas turbines and snort valves, machin- 
ery enclosures, silencers for air condition- 
ing systems, and audiometric rooms for 
hospital and clinical tests. Is noise your 
problem? Why not check the coupon? 


Divisions: Chemicals & Dyestuffs ¢ Engineering & Construction « Gas & Coke 
Metal Products « Plastics « Tar Products » Wood Preserving « International 


resistance to weather and petroleum prod- 
ucts, it is ideal for airfield runways and 
aprons, parking lots, service stations, 
driveways, sidewalks, playgrounds and 
tennis courts. The Sealer can be applied 
with mechanical spraying equipment as it 
was in this case, or for smaller areas with 
a simple nylon-bristled push broom. And 
you don’t have to heat it. Is pavement 
deterioration your problem? Then check 
the coupon below. 


Vat-dye kit gives bright 
new life to faded fabrics 


This is the ““Sani-Vat” Dye Kit—a do-it- 
yourself process for hospitals, hotels and 
other institutions that want to give faded 
linens, uniforms, drapes and napery a 
colorful, new lease on life. With it you can 
vat-dye fabrics with permanent colors, us- 
ing normal institutional laundry equip- 
ment. Far superior to any other type of 
fabric dye, vat dyes remain color-fast in 
spite of frequent washing, sunlight, bleach- 
ing, dry cleaning and hot pressing. The 
“Sani-Vat”? Dye Kit was developed by 
Koppers Chemicals and Dyestuffs Divi- 
sion. Perhaps it can save you money. 
Check the coupon. 


To: Fred C. Foy, President 
Koppers Company, Inc., Room 1430 
Koppers Bldg., Pittsburgh 19, Pa. 


Please send me further information on the 
following money-saving products and ideas: 


PAVEMENT SEALER 

INDUSTRIAL SOUND CONTROL 
VAT DYES AND “SANI-VAT" KIT 
POLE-TYPE CONSTRUCTION 
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SS PUT THESE IDEAS TO USE NOWI—-—— 


DYLITE EXPANDABLE POLYSTYRENE 


City Zone. State 


Occupation or Job Title. 
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By land, by sea, by air, Canadian Pacific— 
the world’s most complete transportation system 
—links five continents 


Daily, Canadian Pacific’s sleek scenic 
dome streamliner train, “The Canadian? 
speeds across Canada on the Banff-Lake 
Louise route. 

Graceful White Empress ships glide 
down the scenic St. Lawrence River on 
weekly voyages to Europe, sail serenely 
past picturesque French Canadian farms 
and villages. 


Jet-prop Britannias fly across Canada 
and Britannias and DC-6B’s take wing 
regularly for trade and resort centers of 
the world’s continents. f 

Across Canada, Canadian Pacific oper- 
ates a chain of hotels typified by Banff 
Springs and Chateau Lake Louise in the 
Canadian Rockies and the 1600-room 
Royal York in Toronto, largest hotel in 
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the British Commonwealth. 

And rounding out its many services, 
Canadian Pacific maintains a system of 
nationwide communications, express, 
trucking and piggyback services. 

This is Canadian Pacific—the World's 
Most Complete Transportation System— 
progressively operating more than 
85,000 route miles by land, sea and air. 


Canadian Pacific 


RAILWAYS - STEAMSHIPS - AIRLINES - HOTELS - EXPRESS - COMMUNICATIONS » TRUCKING - PIGGYBACK 


THE CANADIAN FIELD TRIPS 


Howard Smith Paper Mills Limited 


Trip Chairman: W. L. Ridley 
Wood, Gundy & Co. Ltd. 


On the well-planned Canadian field trips, we voy- 
ageurs (a legendary word which Canadians love and 
which is pronounced “voy-a-jeurs”), had a wide choice; 
but as many trips were held on a single day no indi- 
vidual could have attended more than three. On Wed- 
nesday, June 17, there were four (all highly interesting) 
trips. 

The description of the following, Howard Smith 
Paper Mills Limited, is typical of all of the trips. 


Leaving from Central Station, which is directly under 
the Queen Elizabeth Hotel—where the convention was 
held—a few score Analysts embarked via the Canadian 
National Railways to a small company town, Windsor 
Mills, Quebec. En route a genial gray-haired gentleman 
dropped in an adjoining seat, and introduced himself 
with the disarming words: “My name is Abbott and 
I’m president of the company.” 

By “the company” D. S. Abbott meant the parent, 
Howard Smith Paper Mills Limited; and it later devel- 
oped that he’s also president of all the subsidiaries— 
including of course the Canada Paper Co. which we 


D.S. Abbott, president of Howard Smith Paper 
Mills Limited. Also president, Canada Paper 
Co., a subsidiary. 
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were visiting in Windsor Mills—85 miles southeast of 
Montreal. 


And in addition to having the opportunity to talk 
with and question the president we were also supplied 
with a great deal of historic and current literature about 
the Company as well as general information concerning 
Canada’s pulp and paper industry. And on hand to fill 
us in was another man from management, Neil Powter, 
director of public relations. His 30 years with the com- 
pany enabled Analysts to obtain additional corporate 
information. 

On arrival at Windsor Falls there were sufficient 
company cars available so that no more than three or 
four Analysts were in the same car. All the drivers 
were from management and thus able to answer the 
usual barrage of Analysts’ questions. 


Shortly before noon we were touring the St. Francis 
Mill where bark is scientifically torn from logs. And all 
who believed the folklore about thunder coming from 
the American Catskill Mountains where dwarfs play 
ten-pins . . . well, they changed their tune. For it is 
certain, after spending half an hour here anyone would 
conclude that “thunder” is a “by-product” of the Can- 
ada Paper Co.—and there’s sufficient to be “exported” 
anywhere. 

Lunch time, at the Company’s golf club (where the 
Scottish game of “curling” is a top sport), we voyageurs 
were told that the Canadian pulp and paper industry is 
one of the major industrial enterprises of the world. 
And in newsprint Canada has a production five times 
that of any other country. She provides newsprint for 
more than half the newspaper pages throughout the 
world. Canada is also a leading exporter of pulps, and 
her output of pulp and paper approximates $1.1 billion 
a year, equal in value to Canada’s annual mineral pro- 
duction. 


Following an interesting talk by President Abbott 
about “The Howard Smith Group of Companies,” we 
toured the Converted Paper Products Plant and re- 
turned to Montreal in late afternoon—to the accom- 


paniment of fine Canadian beverages. 
OK ok 


Ottawa 


The group of Analysts and their wives who visited 
Ottawa might well be said to have enjoyed a combina- 
tion of sight-seeing, and education in Canadian politics. 
Upon arrival in Ottawa, the group went to the House 
of Parliament where there was taking place a significant 
debate on the question of protocol involving the accu- 
sation of the Prime Minister’s right-hand whip of having 
obtained special favors in selling land previously ac- 
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Jeremy C. Jenks, newly-elected executive vice president of 
the National Federation of Financial Analysts Societies, is 
shown, left, as he arrived in Montreal. Mr. Jenks is a partner 
with the investment firm of Cyrus J. Lawrence & Sons, New 
York. With him is Pierre R. Bretey, a general partner of 
Hayden, Stone and Co., and editor of The Analysts Journal. 
With them are Mrs. Jenks, left, and Mrs. Bretey. 


quired by reason of his position to the Board of Trans- 
port Commissioners at inflated prices. Debate in the 
House was particularly acrimonious between the Min- 
ister of Justice, Mr. Fulton, and the leader of the 
Opposition, Mr. Pearson. 


Our group left the House of Parliament somewhat 
before the House recessed, had lunch at the Chateau 
Laurier, where a member of Parliament and the Min- 
ister of Transport each gave brief addresses. Following 
lunch, a sight-seeing trip was arranged for those who 
did not want to return to the House of Parliament; but 
many desired to hear the Prime Minister himself speak 
in defense of his party. Subsequently, Mr. Martin, the 
minority whip, regaled the Analysts with a stirring poli- 
tical defense somewhat reminiscent of the era of Burke 
when political oratory is said to have reached its peak. 
The Analysts were indeed fortunate in visiting Ottawa 
on the one day of the year in which a debate of major 
political significance occurred.—P.R.B. 


Molson’s Brewery Limited 


Trip Chairman: R. G. D. Lafferty 
C. J. Hodgson & Co. 


Arrangements made by Molson’s Brewery for the 
visiting Analysts was appreciated by all who made the 
trip. The attendance was disappointing. Originally, 
some 78 Analysts had registered for the trip but only 
39 appeared. 

The Analysts were met at the brewery by C. R. 
Ostrom, director of production, who gave a brief talk 
on the plant facilities. He just recently returned from a 
visiting tour of U.S. breweries and was able to make 
comparative highlights between the Canadian and U. S. 
industry. There are some 350 breweries in the United 
States, and generally speaking they use more equipment 
in relation to output than Canadian counterparts. The 
Canadian industry tends to make greater use of their 
machinery, most of which is run in two shifts through- 
out the year. He mentioned the relatively young age 
group of Molson’s management, where divisional and 
department managers average 4034 years. 

P. A. Cote, general sales manager, explained the 
marketing approach used by Molson’s, and the varia- 
tion in the Provincial liquor laws. In the Province of 
Quebec more than 90% of the consumption is ale, 
whereas in the rest of Canada, and most of the United 
States, 90% of the consumption is lager type of beer. 

A colourful and amusing color film was shown. It 
was designed to show the “fifth ingredient” required 
in the production of beer. The story was about an in- 
quisitive French Canadian who sought the secret of 
Molson’s success in making beer, and how he managed 
to gain entrance to the brewery at night to find the 
missing ingredient. He was eventually discovered and 
taken on a plant tour. Finally he began to realize that 
at Molson’s the “fifth ingredient” represents quality. 

Following the film the Analysts were taken on a con- 
ducted tour of the plant by the assistant brewmasters 
and production engineers. 

On their return, D. M. Chenoweth, executive vice 
president and general manager, talked about the future 
outlook for the brewing industry in Canada—and Mol- 
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75th CONSECUTIVE 


YEAR OF DIVIDENDS 


Gardner Corporation on June 25, 
1959, declared a quarterly dividend 
of 30c per share on the Common 
Stock. At the same meeting the Board 
also declared a quarterly dividend of 
37 Yc per share on the $1.50 Cumu- 
lative Preferred Stock. Both dividends 
are payable August 1, 1959 to stock- 
holders of record July 6, 1959. 


PERRY S. WOODBURY 
Secretary and Treasurer 


PULP PRODUCTS: PAPERBOARD - CARTONS LUMBER: BUILDING SUPPLIES - MATCHES -WOODENWARE 


Consecutive 


Quarterly Dividend 

A dividend of fifty cents per share 

on the capital stock of this Com- 

pany has been declared payable 

July 15, 1959, to shareholders of 
record June 12, 1959. 

EDWARD D. TOLAND, Jr. 

Secretary and Treasurer 

Boston, Mass., May 18, 1959 


THE ANALYSTS JOURNAL 


son’s in particular. He did not reduce his figures to 
earnings per share, but by supplying the data and pro- 
jected economic framework for the industry he gave a 
very good basis for the observant Analyst to arrive at 
sound, concrete conclusions. The essential principle in- 
volved was the cyclical nature of earnings in the Cana- 
dian industry as new expansion was created and then 
demand caught up with the capacity of the industry 
and further expansion had to be undertaken. 

At the present time the industry in Canada is operat- 
ing at about 75% of ‘capacity. Mr. Chenoweth ex- 
plained that some excess capacity was always required, 
but that as the market consumption increased profits in 
the industry would tend to rise, until new expansion 
was again undertaken, when there would be an initial 
settling back of earnings until part of the additional 
expenses were absorbed by natural market expansion. 
He foresaw a general rise in earnings in the Canadian 
industry, until around 1962, at which time he antici- 
pated the industry would again have to enlarge plant 
capacity. 

A question period followed. Discussion centered 
around the new facilities acquired by Molson’s through 
the merger with Sicks’ Breweries, and what the future 
program was for these five individual plants. 

The Analysts enjoyed one of the finest cold buffet 
luncheons served on this Continent, and were given the 
opportunity of sampling the brewery products. Mol- 
son’s is to be commended for its fine hospitality. 
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The Shawinigan Water & Power Co. 


Trip Chairman: Frank H. Logan 
Dominion Securities Corp. Ltd. 


Leaving Montreal at 7:55 a.m., some 65 Analysts 
proceeded by rail to Shawinigan, where buses were 
waiting to provide local transportation. Two buses of 
Analysts proceeded directly from the station to the 
nearest power plant, while the remaining two buses 
proceeded to the site of the carbide operation of a sub- 
sidiary of The Shawinigan Water & Power Company. 


At each of these locations the Analysts were sepa- 
rated into more manageable groups, each numbering 
five or six, and each group embarked upon a conducted 
tour of the respective sites. Timing played an important 
role, and at a pre-arranged time the groups left their 
respective sites by bus, and (passing each other en 
toute) proceeded to switch locations and to embark 
upon conducted tours at the new sites. 

Following the plant tours a reception was held at the 
Cascade Inn. As the weather was good, many Analysts 
took advantage of the scenic location to stroll, drink in 
hand, around the lawns of the Inn. A delicious buffet 
luncheon was served in the dining room of the Inn. At 
the head table was Leo Boissonnault, vice president 
finance, The Shawinigan Water & Power; F. H. Logan, 
Dominion Securities Corp. Limited; J. A. Smith, assis- 
tant vice president, Shawinigan Water & Power; and 
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Dr. W. H. Mueller, manager, administrative services, 
Shawinigan Chemicals Limited. 

Mr. Boissonnault formally welcomed the Analysts 
and briefly discussed the company’s financial picture, 
both present and future. Mr. Smith then addressed the 
group, primarily with respect to the plants and other 
physical aspects of the company’s operations. Dr. 
Mueller addressed the group on Shawinigan’s chemical 
Operations. 

Following a brief discussion period, terminated only 
because of the necessity of making a train connection, 
the group left Shawinigan by rail for Montreal. 

The Analysts were handsomely treated by the offi- 
cials of Shawinigan Water & Power and—judging from 
the remarks made to me en route home and later at the 
hotel—the trip was one of the more successful excur- 
sions undertaken during the course of the Convention. 
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The House of Seagram 
Dominion Engineering Company Ltd. 


Trip Chairman: F. M. A. Riddell 
Baker, Weeks & Co. 


One of the first plant tours undertaken by certain of 
the members attending the Montreal Convention was 
that of the Ville LaSalle distillery of the House of Sea- 
gram—the largest distillery in Canada. 

The group had the benefit of being addressed by 
Charles Bronfman, the young president of the House of 
Seagram, who discussed the difference in taxation and 
sales between distilleries in Canada and the United 
States and stressed the company’s belief that the trend 
was continuing towards consumption of more blended 
type whiskies rather than “straights.” As already indi- 
cated by published nine months earnings, the net profit 
for the full year is expected to be modestly higher than 
for last year. 

Subsequently, J. Q. Duffy, vice president and general 
production manager, explained the various distilling 
processes in layman’s language and provided the group 
with basic explanations which made the plant tour 
thoroughly understandable. Afterwards the company’s 
products were sampled and lunch was provided. 

Members of the party then went by bus to the plant 
of Dominion Engineering which covers some 88 acres 
within several minutes drive from the distillery. Hugh 
Crombie, vice president and treasurer, welcomed the 
group and gave a short talk on the company and its 
principal products. He mentioned that business was 
improving slowly and that work on hand included new 
fine paper machines for Powell River Co. and Howard 
Smith Paper Mills; turbines for the Bersimis project in 
Quebec and the Kelsey development in Manitoba; as 
well as work under the Colombo Plan and a large roll- 
ing mill for Algoma Steel. He said that the company, 
in conjunction with United States general contractors, 
had submitted the low tender for turbines for the 
Wanapum project on the Columbia River. After a short 
question period the Analysts made an extensive plant 
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NO. 29 IN A SERIES 


OUT OF THE LABORATORY 


Piloting America’s First Manned Satellite... in the rocket-boosted Project Mercury 


manned satellite, the first American astronaut will be sustained by an artificial environment 
physiologically comparable to that on earth. Orbiting about 120 miles out in space, 
the capsule will be provided with correct pressure and temperature by new concepts in air 
conditioning and pressurization. Garrett is proud to have been selected by NASA 
and McDonnell Aircraft Co. to contribute these vital AiResearch environmental systems 
to man’s progress into the unknown. 


* Outstanding opportunities for qualified engineers 


THE CORPORATI@GN 


AiResearch Manufacturing Divisions 


LOS ANGELES 45, CALIFORNIA @ PHOENIX, ARIZONA 


OTHER DIVISIONS AND SUBSIDIARIES: AIRESEARCH INDUSTRIAL @ AIRESEARCH AVIATION SERVICE e AERO ENGINEERING 
AIRSUPPLY ® GARRETT SUPPLY ¢ GARRETT MANUFACTURING CORPORATION OF CANADA, LTD. eC. W. MARWEDEL @ AIR CRUISERS 


tour of the company’s numerous facilities, which in- 
cluded design and engineering offices, the iron, steel 
and brass foundries, and pattern shop. 

Under grey skies, which had been an unfortunate 
feature of Canadian weather during most of the Con- 
vention, the Analysts returned to the Queen Elizabeth 
Hotel somewhat footsore but generally well satisfied 
with what had been an entertaining and constructive 
tour. 
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Canadair Limited 


Trip Chairman: John R. Ferguson 
Nesbitt, Thompson & Co., Ltd. 


Approximately 80 of the members attending the con- 
vention participated in the visit to Canadair Limited, a 
subsidiary of General Dynamics Corp., with plants lo- 
cated eight miles outside of Montreal. Transportation 
was provided by three buses, and the group was con- 
vened, on arrival by Mr. J. Geoffrey Notman, president 
and a director of General Dynamics who related some 
of the background and briefly described the company’s 
current operations. There followed a tour of plants 
Nos. 1 and 2, with one guide supplied for each two 
visitors. 

The plants were operating in the production of the 
CL-28, a coastal patrol aircraft with a wingspan of 142 
ft. and weighing about 75 tons, and the CL-44, a four- 
engine jet prop transport which is built in military and 
commercial versions. 

An excellent luncheon was served in the company’s 
executive dining rooms, after which the members were 
reconvened in the theatre where Mr. Notman and his 
vice presidents answered many questions relating to the 
company’s operations and future prospects. 

Due to security regulations, those Analysts who were 
not Canadian citizens were required to sign up for this 
trip no later than May 20. 


Noranda Mines Limited 


Trip Chairman: William A. Buik 
Keystone Funds of Canada, Ltd. 


A group of 62 Analysts toured Noranda Mines, Lim- 
ited operations. Guests of the Rouyn-Noranda Chamber 
of Commerce and Noranda Mines, Limited, they were 
met on arrival by a welcoming committee headed by 
C. E. Anderson, manager at Noranda, and R. Vanasse, 
president of the Chamber of Commerce. 

During their visit the Analysts donned mining attire 
and were taken underground at Noranda’s Horne Mine, 
one of the world’s great copper-gold operations. Subse- 
quently, they toured the mill, smelter and other surface 
installations. At a luncheon held in the Noranda Hotel, 
John R. Bradfield, president of Noranda Mines, gave a 
brief description of the company’s history and its many 
and varied interests. 
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St. Lawrence Seaway 


Trip Chairman: D. M. Coyle 
Canadian Industries Ltd. 


The St. Lawrence Seaway extends some 2300 miles 
from the Atlantic Ocean to the head of the Great Lakes. 
The Seaway locks lift a ship 550 feet in the 400-mile 
journey from Montreal Harbour to Lake Erie. 


Eighty-two members of the Federation participated 
in a guided Seaway field trip which picked up the sea- 
way channel at the Jacques Cartier bridge and followed 
it through the first four locks: St. Lambert Lock, 15 ft. 
lift; Cote St. Catherine Lock, 30 ft. lift; and Lower and 
Upper Beauharnois Locks, 82 ft. lift. 

The Analysts then proceeded to Cornwall, Ontario, 
about 80 miles from downtown Montreal. 

At Cornwall the group was entertained at a recep- 
tion and luncheon by His Worship Mayor Lavigne and 
other officials from the city of Cornwall. In the after- 
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“Seven Leagues Ahead” 


NORRIS-THERMADOR 
CORPORATION 
DIVIDEND NOTICE 


The Board of Directors of Norris- 
Thermador Corporation, at its meet- 
ing held today, declared a cash 
dividend of eighteen and three- 
quarter cents per share (18%c) on 
the common stock of the Company, 
payable June 26, 1959 to share- 
holders of record at the close of 
business June 12, 1959. 


J. D. Willson 


Vice President, Finance 


and Treasurer 


May 26, 1959 
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. West Penn 


Electric Company 


(Incorporated) 


Quarterly Dividend 


on the 


COMMON STOCK 
4O¢ PER SHARE 


Payable June 30, 1959 
Record June 12, 1959 
Declared June 3, 1959 


WEST PENN ELECTRIC SYSTEM 
Monongahela Power Company 
The Potomac Edison Company 
West Penn Power Company 


AMPHENOL 
* BORG * 


DIVIDEND NOTICE 


Chicago—At a meeting of the 
Board of Directors of Amphenol- 
Borg Electronics Corporation 
held today a quarterly dividend 
of thirty-five (35c) per share was 
declared, payable June 30, 1959, 
to the stockholders of record at 
the close of business June 16, 
1959. 

Frep G. Pace, Secretary 


May 26, 1959 
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noon, representatives of Ontario Hydro conducted the 
group about the $600,000,000 Moses-Saunders power 
development and the re-located towns and villages west 
of Cornwall. 

By the end of the day the group had a real apprecia- 
tion of the Seaway and how and where the more than 
one billion dollars were spent to bring the project to 
completion. 
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John Labatt Limited 


Trip Chairman: H. de L. Harwood 
Scoiete de Placements Inc. 


Approximately 50 Analysts and their wives wound 
up the convention field trips with a visit to the new 
Montreal brewery of John Labatt Limited. 

John H. Moore, president of Labatt’s, as well as 
other key officers, were on hand at all times during a 
most interesting visit. Guests were told that this plant 
is one of the most modern in the world. Completed in 
1956, it is over 1,000 ft. long and has an area in excess 
of 500,000 sq. ft. 

The brewery is laid out in approximately a straight 
line, and is essentially a one floor plan. It consists of 
five separate but continuous divisions for straight-line 
processing. However, the power house and mechanical 
services building are located separately and connected 
to the brewery proper by tunnels. 

Full and empty goods are completely palletized. 
Special care in the design was given to ease of expan- 
sion, flexibility and good working conditions — most 
particularly, quality control of production. Full use has 
been made of instrumentation and automatic equip- 
ment. The one floor, straight line approach is unique 
in the brewing world. 
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Port of Montreal 
Canadian Petrofina Limited 


Trip Chairman: Aubrey G. Hill 
Canadian Industries Ltd. 

Fifty-eight Analysts were welcomed aboard the Na- 
‘tional Harbours Board craft, the “Sir Hugh Allan,” by 
her captain. The cruise commenced at the Lachine 
Canal lock, which was the entrance to the old St. Law- 
rence Seaway system. 

The ship then proceeded downstream, past the pas- 
senger docks, the grain, coal and other loading facili- 
ties. Then to St. Helen’s Island (a recreational area); 
to the entrance of the new St. Lawrence Seaway; and 
finally to the oil docks at Montreal East. 

After disembarking, the group was driven around the 
east end of the island, on which Montreal is situated, 
to the modern refinery of Canadian Petrofina Limited. 
The president, A. F. Campo, and other senior execu- 
tives, welcomed the guests. 

Following a luncheon reception, Mr. Campo dis- 
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cussed Canadian oil marketing and the role of Petrofina 
in this market. He reviewed the relationship of his 
company to the international Belgium company, Petro- 
fina, S.A., and the recently-formed American Petrofina, 
Inc. He also outlined the growth of Canadian Petrofina 
from its foundation in 1953 to its present prominent 
position as a leading Canadian company engaged in ex- 
ploration and crude oil and gas production in Western 
Canada, as well as in refining and marketing. 

Following luncheon the Analysts went on a guided 
tour of the refinery area. The feature of this tour was 
a visit to the control room where control panels are 
mounted on walls and connected by colored lines to 
form a flow chart. By means of the chart, the technical 
staff illustrated the progress of crude oil into refined 
products. 
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Post Convention Saguenay Cruise 


One of the highlights of the Convention was the 
Saguenay Cruise aboard the S/S Richelieu of the Can- 
ada Steamship Lines. Some 300 Analysts and their 
wives left Victoria Basin at 11:00 p.m. on Wednesday, 
June 17th, and arrived in Quebec.in the late forenoon 
on Thursday. Some five hours were available for sight- 
seeing, with many going to St. Anne de Beaupre and 
others touring the city and/or shopping. Leaving 
Quebec, the boat docked the following morning at 
Bagotville at the head of the Saguenay, where the group 
boarded buses and were shown the facilities of the 
Aluminium Co. of Canada. Many of the Analysts and 
their wives not familiar with the aluminum industry or 
the operations of such a large organization were amazed 
at the scope of this company’s power and aluminum 
manufacturing facilities. Some 3.6 million k.w., repre- 
senting an investment of over $360 million, were larger 
in size than the power facilities of all but a handful of 
the larger cities in the United States. After examining 
these properties, the group repaired for luncheon at the 
Saguenay Inn at Arvida (the town being named for 
Arthur Vining Davis, Amherst 1888), first president 
of the company. " 


Following the luncheon, the group visited the alum- 
inum manufacturing facilities of Alcan in the City of 
Arvida (the largest plant of its kind in the world) and 
then had dinner as the guests of the Chambers of Com- 
merce of the various regions of the Upper Saguenay at 
the Hotel Dieu at Chicoutimi. 

The highlight of the return trip from Chicoutimi, 
other than the incomparable scenery of the Saguenay 
itself, and the superb playing of the two members of the 
orchestra of Gounod’s Ave Maria, as the ship passed the 
statue of Our Lady of the Saguenay at Cape Eternite, 
was a meeting held on the boat on Saturday evening 
discussing both the shorter and longer term problems 
of the Aluminium Co. of Canada. The discussion was 
under the leadership of Duncan Campbell, public re- 
lations representative of this company.—P. R. B. 
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COAST-TO-COAST LUXURY. The elegance is 
quiet, the service ever-watchful at these four great 
Sheraton Hotels. Each is the acknowledged favor- 
ite of knowing travelers. You can get confirmed 


reservations in just 4 seconds via Sheraton’s 
electronic system, Reservatron. A phone call to the 
Sheraton Hotel nearest you is all it takes. Diners’ 
Club card honored for all hotel services. 


Sheraton Corporation shares are listed on the New York Stock Exchange. 


the proudest 
name in 


HOTELS 


For Reservations 

by the new 
4-Second 
Reservatron or 
Direct-Line Teletype 
Call your nearest 
Sheraton Hotel 


EAST 
NEW YORK 
Park-Sheraton 
Sheraton-East 
the Ambassador) 
heraton-McAlpin 
Sheraton-Russell 
BOSTON 
Sheraton-Plaza 
WASHINGTON 
Sheraton-Carlton 
Sheraton-Park 
PITTSBURGH 
Penn-Sheraton 
BALTIMORE 
Sheraton-Belvedere 
PHILADELPHIA 
Sheraton Hotel 
PROVIDENCE 
Sheraton-Biltmore 
SPRINGFIELD, Mass. 
Sheraton-Kimball 
ALBANY 
Sheraton-Ten Eyck 
ROCHESTER 
Sheraton Hotel 
BUFFALO 
Sheraton Hotel 
SYRACUSE 
Sheraton-Syracuse Inn 
BINGHAMTON, N.Y. 
Sheraton Inn 


MIDWEST 
CHICAGO 
Sheraton-Blackstone 
Sheraton Towers 
DETROIT 
Sheraton-Cadillac 
CLEVELAND 
Sheraton-Cleveland 
CINCINNATI 
Sheraton-Gibson 
ST. LOUIS 
Sheraton-Jefferson 


OMAHA 
Sheraton-Fontenelle 


K 
Sheraton Hotel 
INDIANAPOLIS 
Sheraton-Lincoin 
FRENCH LICK, Ind. 
French Lick-Sheraton 
RAPID CITY, S.D. 
Sheraton-Johnson 
SIOUX CITY, lowa 
Sheraton-Martin 
Sheraton-Warrior 
SIOUX FALLS, S. D. 
Sheraton-Carpenter 
Sheraton-Cataract 
CEDAR RAPIDS, lowa 
Sheraton-Montrose 


SOUTH 
LOUISVILLE 
Sheraton Hotel 
The Watterson 
DALLAS 
Sheraton-Dallas 
MOBILE, Alabama 
The Battle House 
WEST COAST 
SAN FRANCISCO 
Sheraton-Palace 
LOS ANGELES 
Sheraton-West 
(formerly the 
Sheraton-Town House) 
PASADENA 
Huntington-Sheraton 
PORTLAND, Oregon 
Sheraton-Portland Hotel 
(opens Oct. 1959) 


HAWAII 


HONOLULU 


Royal Hawaiian 
Princess Kaiulani 
Moana 

Surf Rider 
CANADA 
MONTREAL 
Sheraton-Mt. Royal 
The Laurentien 
TORONTO 

King Edward Sheraton 
NIAGARA FALLS, Ont. 
Sheraton-Brock 
HAMILTON, Ont. 
Sheraton-Connaught 


“CHEMERSIFICATION” 


(CHEMICAL DIVERSIFICATION OF HARSHAW PRODUCTS) 


Over 1,000 chemical products are made in 
our 5 manufacturing plants. These chemicals 
are used by Harshaw’s 15,000 customers in 
50 different industries. We believe that 
Chemersification is a justified word to ex- 
plain The Harshaw Chemical Company’s 
operations. 


Harshaw’s first manufactured product, an 
improved oil for the paint industry made 
in 1892, was the beginning of the long list of 
more than 1,000 products made today. In 
these operations, raw materials from both 
local and world-wide sources are processed 
in our 5 manufacturing plants. These chem- 
icals are made for industries not only in our 
own country, but for industries throughout 
the world. 


HARSHAW'S 5 MANUFACTURING PLANTS 


ye 


Cleveland, Ohio 

Elyria, Ohio 

Gloucester City, New Jersey 
Hastings-On-Hudson, New York 
Louisville, Kentucky 


Harshaw’s manufactured products in- 
clude Catalysts, Ceramic Colors, Dyes & 
Fine Organic Chemicals, Fluorides, Metallic 
Soaps & Salts, Synthetic Optical Crystals, 
Pigments, Plating Chemicals, and Plastic 
Stabilizers. 


The industries served range from mining 
and agriculture through chemicals and 
heavy metals to decorated dinnerware and 
jewelry. 


Truly this is Chemersification. 


This 16-page booklet lists the many 
chemicals available from Harshaw. 


WRITE TODAY FOR YOUR COPY 


THE HARSHAW CHEMICAL CO. 


1945 EAST 97th STREET + CLEVELAND 6, OHIO 


Chicago + Cincinnati « Cleveland « Hastings-On-Hudson, N. Y. * Houston — 


Los Angeles « Detroit « Philadelphia + Pittsburgh 
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INVESTING FOR A SUCCESSFUL FU- 
TURE—How to Surmount Rising 
Prices and High Taxes. By 
Thomas E. Babson and David L. 
Babson. 312 pp. New York: 
The Macmillan Company. $4.95. 


The authors have prepared this 
volume as a guide to family invest- 
ment planning. David L. Babson 
founded the firm of investment 
counsellors bearing his name in 
1940 and has pioneered a personal- 
ized approach to investment coun- 
selling. His firm now supervises the 
Aberdeen Fund, an open end mu- 
tual fund. Thomas E. Babson has 
been associated with the same firm 
since 1944 and is a member of The 
Boston Security Analysts Society. 

The book is particularly timely, 
as the writers have prepared it with 
the express aim of bringing family 
investment planning into conform- 
ity with the progressively more 
complex development of American 
industry. The authors have, as 
might be expected, encountered a 
good deal of faulty and outmoded 
thinking on the part of the average 
investor and point up many of the 
principal problems and their solu- 
tions. 

Perhaps the most dangerous line 
of thought encountered by the au- 
thors is the preoccupation of invest- 
ors with short-term forecasting of 
stock prices and business activity. It 
is well to bear in mind in this re- 
spect that it is primarily for the fam- 
ily interested in investing for the 
future that the book is written and 
for that reason it is generally not 
advisable to devote undue attention 
to day-to-day market fluctuations 
and spot news, even though this 
performs a highly essential function 
in other areas of the securities busi- 
ness. It is, in fact, one of the chief 
reasons for the liquidity of the mar- 
ket. This in turn makes it easy and 
convenient for the conservative in- 
vestor to buy and sell at whatever 
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BOOK REVIEWS 


time he considers advantageous or 
desirable. 

The authors’ approach is clear 
and logical: first, to appraise the 
changing background, second, to 
set up a program, and third, to out- 
line the course of action which 
should be adhered to. 

They point out the basic but ex- 
tremely important fact that while 
historically the direction of the 
economy has been upward, the 
value of currency has steadily de- 
clined and draw ultimately the con- 
clusion that the most secure type of 
property to own is common stock. 
While real estate, in the authors’ 
view, is not without advantages of 
its own, a lack of understanding of 
factors influencing property values 
or of capital for the improvements 
often required to maintain or en- 
hance the value of one’s investment, 
can lead to disappointing or disas- 
trous results for the inexperienced. 
It is precisely this want of profes- 
sional knowledge on the part of the 
investor that the authors seek to 
remedy by a prudent and conserva- 
tive program of common stock own- 
ership. 


It is well worth quoting the fol- 
lowing brief passage: 

“The changes of the past 25 
years, taken in the aggregate, con- 
stitute one of the major bloodless 
revolutions of history. The focal 
point of this vast transformation 
has been the vesting in the federal 
government of responsibility for 
the economic welfare of all citi- 
zens and for the defense of the 
free world.” 


Within an economic framework 
of this kind, there is no visible pros- 
pect of an eventual reduction of the 
tax burden and even less of any in- 
crease in the buying power of the 
dollar. With this in mind the au- 
thors proceed in logical fashion to 
the type of common stocks which 
offer the most secure protection 
against an inflated economy as well 
as a firm basis for steady capital 
appreciation. Even the experienced 
investor should find the authors’ 
reasoning on this point both illumi- 
nating and profitable. 

Abundant use has been made of 
charts to illustrate the text and, with 
few exceptions, they serve the pur- 
pose to excellent advantage. Like 
any good thing, however, this too 
can be employed overgenerously 
with a certain diminishing effective- 
ness and it is this mild criticism 
which might be noted occasionally 
in the final 100 pages or so of the 
book. Of special interest to both the 
professional and non-professional 


== REGULAR 
QUARTERLY 
DIVIDEND 


The Board of Directors has 
declared this day 

COMMON STOCK DIVIDEND NO. 100 
This is a regular quarterly 
dividend of 


25¢ cane 


; Payable on August 15, 1959 
@ to holders of record at close 
of business July 20, 1959 
Milton C. Baldridge 
Secretary 

June 4, 1959 


| THE COLUMBIA 
| GAS SYSTEM, INC. 


SEHEGOHRD 


FINANCE COMPANY 
COMMON STOCK DIVIDEND 


97th Consecutive Quarterly Payment 
The Board of Directors of 
Seaboard Finance Company 
declared a regular quarterly 
dividend of 25 cents a share on 
Common Stock, payable July 10, 
1959, to stockholders of record 
dune 18, 1959. 
PREFERRED STOCK DIVIDENDS 
The Directors also declared 
regular quarterly dividends of 
$1.18% on the $4.75 Sinking 
Fund Preferred Stock, $1.25 on 
the $5,00 Sinking Fund Preferred 
Stock, $1.25 on the $5.00 Con- 
vertible Preferred Stock, Series 
A and B, all payable July 10, 
1959, to stockholders of record 
June 18, 1959. 
EDWARD L. JOHNSON 
April 23, 1959 Secretary 
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The Turquoise 
Private Dining Room 


For an experience you'll cherish a 
lifetime, go Super Chief on your 
next trip between Chicago and Los 
Angeles. Plush surroundings. 
Famous people. Service in the 
grand manner. Obtain reservations 
at any Santa Fe Traffic Office or 
Travel Agent. 


investor is the authors’ comparison 
of various investment methods as 
well as their examination of the 
market action of stocks in selected 
growth industries. 


THE FINANCIAL FACTS OF LIFE. By 
Donald I. Rogers, New York: 
Henry Holt and Co., Inc. 77 pp. 
$2.95: 


Sir Henri Deterding once ob- 
served that in order to make money 
from investments, an intelligent un- 
derstanding of a corporate balance 
sheet was an absolute essential. Sir 
Henri, who made millions while ex- 
panding the world-wide operations 


Southern California 


Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 200 
65 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 49 

27 cents per share. 


The above dividends are pay- 
able June 30, 1959, to stock- 
holders of record June 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, June 30. 


P. C, HALE, Treasurer 


May 21, 1959 


of the Royal Dutch-Shell, knew 
what he was talking about. 

Mr. Rogers, in his new book The 
Financial Facts of Life, re-empha- 
sizes Sir Henri’s sage observation 
while pointing out that today’s bal- 
ance sheets are too often in the 
shadows of typographical make-up 
and pictorial journalism. Still, the 
companies are anxious to inform. 
And the information is there if you 
have the knowledge of where to 
find it. 

For the person who is contem- 
plating the ownership of a piece of 
American business, reading (yes, 
and studying) Mr. Rogers’ book is 
a “must.” It is also a “must” for 
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ELIA 


CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 46 


Tue BOARD OF DIRECTORS 
has this day declared a regular 
quarterly dividend of Fifty-Two 
and One-Half Cents” (5214¢) 
per share on the capital stock of 
the Company, payable August 
15, 1959 to stockholders of rec- 
ord at the close of business July 
15, 1959. 

JOHN MILLER, Secretary 


June 24, 1959 
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RADIO CORPORATION 
RCA OF AMERICA 


Gay Dividend Notice 


The following dividends have been 
declared: 


First Preferred Stock 


871% cents per share on the First 
Preferred Stock, for the period 
July 1, 1959 to September 30, 
1959, payable October 1, 1959, to 
stockholders of record at the close 
of business September 8, 1959. 


Common Stock 


A quarterly dividend of 25 cents 
per share on the Common Stock, 
payable July 27, 1959, to stock- 
holders of record at the close of 
business June 19, 1959. 


ERNEST B. GORIN, 
Vice President and Treasurer 
New York, N. Y., June 3, 1959 
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those already in the market because 
of a Wall Street rumor or a “confi- 
dential” tip. : 

Investing one’s dollars in stocks 
and bonds is—or certainly it should 
be — on a different basis than ap- 
proaching the betting windows at a 
race track. Yet, as Mr. Rogers 
points out, too much money has al- 
ready been invested on just this 
basis. 

In a manner of speaking (with 
apologies to corporate executives), 
the corporate balance sheet might 
be likened to a race track tote sheet. 
But, the corporate information, if 
you understand it, can provide a 
long-time regular income. And you 
can’t say that a day at the races— 
regardless of how many times you 
out-guessed the favorites, or how 
much you won on the daily double 
—is very profitable in the long-run. 

The author states that one of the 
most important and most obvious 
measures of the statistical test of a 
company’s financial strength is a 
thing called current ratio. “It’s about 
the first thing a security analyst will 


Public Service Electric 
and Gas Company 


NEWARK.N. J, 


QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending June 


39, 1959: 
Class of Dividend 
Stock Per Share 


408% Cumulative Preferred . . $1.02 
4.18% Cumulative Preferred. . 1.045 
4.30% Cumulative Preferred... 1.075 
5.05% Cumulative Preferred. . 1.2625 
$1.40 Dividend Preference... .35 
Common ..-....-226 45 


All dividends are payable on or 
before June 30, 1959 to stock- 
holders cf record May 29, 1959. 


J. IRVING KIBBE 
Secretary 


PUBLIC SERVICE 
CROSSROADS OF THE EAST 
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look for,” says Mr. Rogers. And 
again, he explains how Mr. and 
Mrs. Average Investor can “dis- 
cover” this for themselves. 


Mr. Rogers is the business and 
financial editor of the New York 
Herald-Tribune and has written a 
few million words about the impor- 
tance of “know how” in the fields 
of investments. 


As this department of The Jour- 
nal has pointed out before, here is 
another book which financial an- 
alysts, investment counselors and 
account executives can suggest as 
“must” reading for those who don’t, 
but should, understand a corporate 
balance sheet. 


THE SOPHISTICATED INVESTOR. By 
Burton Crane. New York: Simon 
and Schuster. 273 pp. $3.95. 


The main target of the author, 
Burton Crane, stock market col- 
umnist of The New York Times, is 
the person of moderate means who 
“has a few thousand dollars for in- 
vestment or speculation.” 


ALLEGHENY LUDLUM 
STEEL CORPORATION 
PITTSBURGH, PENNA. 
At a meeting of the Board of 
Directors of Allegheny Ludlum 
Steel Corporation held today, 
(ML May 22, 1959, a dividend of fifty 
cents (50c) per share was de- 
clared on the Common Stock of 
the Corporation, payable June 
30, 1959 to shareowners of record at the close 
of business on June 12, 1959. 
S. A. MeCASKEY, JR. 
Secretary 


BALTIMORE GAS AND 
ELECTRIC COMPANY 


Serving one of America’s 
Great Industrial Centers 


QUARTERLY DIVIDENDS 


Dividends of $1.12% a share on the 
42% Preferred Stock, Series B; $1.00 a 
share on the 4% Preferred Stock, Series C; 
and 45 cents a share on the Common Stock, 
have been declared for the quarter ending 
June 30, 1959, all payable July 1, 1959, 
to holders of record at the close of 
business on June 15, 1959. 


J. THEODORE WOLFE, President 
Dividends paid on the Common Stock continuously 


since 1910—always earned—never reduced. 
——————< LY 


In any case, the book well repays 
an interested reader. Mr. Crane 
offers, in a facile and down-to-earth 
style, the results of a wide and 
thoughtful experience in studying 
the market. 

He divides his work into three 
parts. Book One, entitled “Timing”, 
presents some of the author’s most 
practical and original thinking on 
the technique of investment, and 
offers guidance on how and when to 
invest. Book Two: quality, answers 
the question what to invest in. Book 
Three, The Basic Issues, outlines 
some of the conditions influencing 
market action. 

There is, as the title indicates, a 
certain amount of rather technical 
discussion, an essential counterpart 
to any serious approach to an un- 
derstanding of the market. Some of 
the author’s observations should 
prove arresting, in his own words, 
to “even the most experienced pro- 
fessional.” 


INVESTMENT MANAGEMENT Second 
Edition. By Harry Sauvain, pro- 
fessor of finance, Indiana Uni- 
versity. Prentice-Hall, Inc. 
xx + 548 pages. 


In this new edition the author 
presents an excellent picture of the 
entire field of investment and an- 
alyzes the problems met by the pri- 
vate investor and by the various 
institutions concerned with manag- 
ing funds, such as banks, insurance 
companies, mutual funds and bro- 
kerage firms. This is still a book that 
Analysts can recommend as must 
reading. 

The author has given consider- 
able attention to security analysis, 
which he calls, quite simply, the ra- 
tional selection of securities. There 
are six new chapters on security 
analysis with a practical description 
of the technique of appraisal and 
evaluation of security issues. 


The reader will appreciate the 
chapters on investment policy show- 
ing the many possible approaches to 
the construction of securities port- 
folios. 
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“Chemical Metallurgy” 


provides a new class of metals for a world of new needs 


Many metals—known for centuries only in 
comparatively crude form—are now coming 
out of the laboratory to take their places in 
industry. Chemically processed from the ores 
to unprecedented levels of purity, they have 
strength, workability, resistance to heat and 
corrosion, or other physical characteristics 
that adapt them to a world of new needs... 
the unique requirements of supersonic speeds, 
electronic and nuclear technology, and high- 
temperature chemical reactions. 


Stauffer 


SINCE 1885 


Among Stauffer contributions to these major 
advances are: 


(1) Commercial qualities of metal chlorides 

.. chemical intermediates used in the pro- 
duction of pure metals. To currently avail- 
able chlorides of aluminum, antimony, boron, 
silicon, titanium and zirconium, Stauffer 
now adds pure chlorides of columbium and 
tantalum. 


(2) Development of the electron-beam fur- 


nace to melt, cast and purify special metals 
and their alloys on a commercial scale. 


The basic need for Stauffer chemicals, their 
broad range of usefulness and their excep- 
tional quality...a far-sighted research pro- 
gram and singular emphasis on customer 
service have been responsible for Stauffer’s 
steady growth for three-quarters of a century. 


Send for brochures on Metal Chlorides 
and Metallo-organics. 


STAUFFER CHEMICAL COMPANY 


380 Madison Avenue, New York 17, New York 


Akron -: 
Omaha 


Chicago + 
North Portland 


Houston 


Oakland 
Tampa 


Los Angeles - 
San Francisco 


STAUFFER CHEMICAL COMPANY IS A MAJOR SOURCE OF ALUMS, BAUXITE, BORAX AND BORON PRODUCTS, CAUSTIC SODA, 
CHLORINATED SOLVENTS, SULFURS, METALLO-ORGANICS, CROP CHEMICALS AND OTHER BASIC CHEMICALS FOR BASIC INDUSTRY 


Trans Canada Pipe Lines Ltd. 


(Continued from Page 78) 


Commission that earnings of pipe lines be restricted to 
a return on shareholders’ equity. 

“We have urged that earnings be regulated on the 
basis of a fair rate of return applied to total capital in- 
vested in the met depreciated plant, a method most 
widely used today in regulating pipe lines and gas utili- 
ties,” he said. 

He stressed that the final effect of the new legislation 
cannot be fully determined until the Board has held 
some hearings and announced some policy decisions. 

Mr. Kerr said that as a result of an aggressive pur- 
chase policy, the company has increased its supply of 
gas by some 50% during the last few months. 

“Right now Trans Canada has available just about 
seven trillion cubic feet of gas. This supply is more 
than enough to take care of all foreseeable requirements 
in the Canadian market,” he emphasized. 

Robert C. Berry, company vice president and treas- 
urer, said that by 1963, the company’s capital structure 
will be approximately double what it is today. 

“This means it will total in excess of half a billion 
dollars, and by that time we would have looped at least 
500 miles of pipe line and constructed a total of some 
285,000 horse-power in compressor stations,” he said. 


BORK * 


Industrial Acceptance Corp. Ltd. 
Chairman: Michael Boyd, Greenshields & Co. Ltd. 


Speakers were the Messrs. J. B. Pennefather, execu- 
tive vice president and J. H. L. Ross, vice president and 
general manager of Industrial Acceptance Corp. Ltd.; 
J. S. Land, general manager of Niagara Finance Co.; 
and W. T. Wilkinson, vice president and managing di- 
rector of Merit Insurance Co. They asked that most of 
their observations be treated as “off the record.” 


Mr. Pennefather opened the meeting with a descrip- 
tion of I.A.C.’s corporate organization and an analysis 
of the balance sheet. The next speaker, Mr. Ross, drew 
a distinction between purchase credit on the one hand, 
which is extended by merchants, and by sales finance 
companies through merchants, for the purchase of dur- 
able goods, and, on the other hand, loan credit which is 
extended by banks, credit unions and consumer loan 
companies. He mentioned that the evidence seemed to 
indicate that the public preferred to use their purchase 
credit at the merchant’s place of business whenever 
they make a major purchase, thus leaving their sources 
of loan credit intact (like savings) in case they should 
need ready cash for any emergency or opportunity. 

Mr. Land and Mr. Wilkinson both described the cor- 
porate and financial structures of I.A.C.’s consumer 
loan and insurance subsidiaries, with reference to their 
position in the I.A.C. group. 

Mr. Pennefather, in summing up, reported that vol- 
ume figures for the first few months of 1959 were show- 
ing a 5% increase over comparable figures for 1958 
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and that the company hoped to enlarge that margin a 
little before the year runs out. He spoke with optimism 
about the future market for sales financing, insurance 
and consumer loans in Canada, basing himself in part 
on the effects of an increasing population, a growing 
proportion of which is in the 20-45 age bracket—the 
so-called age of acquisition—and of a continued stream 
of new models and products. 


KKK KK 


Dominion Stores Ltd. 


Chairman: D. Douglas Creighton 
Creighton, Mackenzie & Co. Ltd. 


The three speakers at this forum were: R. F. Chis- 
holm, executive vice president, who spoke on “Super- 
market Trends”; A. A. Beevor, vice president and 
treasurer, who spoke about “Organization and Fi- 
nance”; and J. Scott Feggans, vice president, advertising 
and public relations, whose topic was “Merchandising.” 


Mr. Chisholm, in examining supermarket trends 
within the next few years, based his discussion upon 
some of the following factors: 

The increase in population in Canada, in the areas 
served by supermarkets, is running currently at the rate 
of about 3% per year. 

The greater emphasis on urban and suburban living 
exaggerates the population trend as far as the super- 
market development is concerned, for of course these 
constitute the natural marketing areas for supermarkets. 


The growth of shopping centers has been particularly 
favorable for supermarkets, operated either by chains or 
independents. We are now seeing “satellite” shopping 
centers growing around and between regional centers. 

Increase in family incomes and a higher standard of 
living tend to encourage the development of table-ready 
foods with built-in maid service. Then the increased 
use of cars places the stores with large parking lots in 
a preferred position. 

The vast increase in new types of foods tends to lend 
significance to the sponsorship which is added by well 
known and responsible organizations. Then, the suc- 
cessful addition of non-food items widens the scope and 
profit potential of food stores in many locations. 


Advance planning and land purchases required to 
anticipate population shifts, can only be undertaken 
through major accumulations of capital. 

The complexity of business today with its involve- 
ment in corporation taxes, income taxes, excise taxes, 
unemployment insurance, group insurance, pension 
plans, government regulations, auditors’ requirements, 
lawyers’ negotiations, and analysts’ conferences, require 
an overhead in the form of executive establishment 
which can be underwritten best by the high and increas- 
ing volume of business provided by a group of stores. 

Finally, we believe that we recognize and accept the 
responsibilities of leadership as corporate and individual 
citizens. 

Mr. Beevor, in speaking on “Organization and Fi- 


95 


nance”, said that during the past 10 years Dominion’s 
sales volume has multiplied almost six times; our profit 
five times; and our net worth five times. 

He said that he believed the Financial Analysts 
would see that this is a rather impressive record, and 
that it was Dominion’s method of operations that made 
this possible. 

Mr. Beevor explained that today Dominion—strictly 
in the business as food distributors — operates 342 
stores across Canada, with 12 highly independent oper- 
ating managers. 

During the past three years Dominion has opened 87 
new stores, and during these years the full-time staff 
was increased by 2300 employees and the part-time 
staff by 2100. An Employee Development Program 
provides a continuous supply of well-trained personnel. 
Opportunities for advancement attract many young peo- 
ple of high calibre. 

Dominion’s Board of Directors consists of profes- 
sional and businessmen with proven ability and a wide 
range of experience in practically every major industry. 
Their knowledge of world-wide and local economic 
conditions is of great value in the management of the 
company. 

The top management group of 28 men has an aver- 
age age of 49, with an average of 30 years of experience 
in the industry. 

Our financial statements make full disclosures. They 
are easily understood and are not complicated with 
numerous notes. Our sales in 1958 amounted to $356 
million—the highest ever reported by any chain food 
company operating in Canada. Sales were almost $45 
million greater than in 1957. And in the last six years 


IBM 


178TH CONSECUTIVE 
QUARTERLY DIVIDEND 


The Board of Directors of 
International Business 
Machines Corporation has 
today declared a quarterly 
eash dividend of $.50 per 
share, payable Sept. 10, 


1959, to stockholders of 
record at the close of busi- 
ness on August 11, 1959. 


Cc. V. BOULTON, 
Treasurer 


590 Madison Avenue 
New York 22, N. Y. 
June 30, 1959 


IBM’ 


INTERNATIONAL BUSINESS MACHINES CORP. 


96 


our sales have just about trebled, rising over $235 
million. 

Our net profit last year amounted to $6,734,000, 
equal to 1.89% of sales. And while this was an all-time 
high, the ratio of sales was slightly below our 10-year 
average of 1.96%. 

Addition of more stores does not necessarily increase 
costs. For example, the cost of advertising in a city 
where we now have two stores will probably be about 
the same when we have 10 stores. 

Our aggressive development program is based on a 
thorough study of the expanding needs in the growing 
communities across Canada. Before we acquire a site 
for a future store, much research has been done re- 
garding growth possibilities, population, car registra- 
tions, traffic arteries, food sales potentials, etc. 

At this year’s annual meeting it was announced that 
75 new units will be opened within the next 24 months, 
with new supermarkets being opened in virtually every 
major Canadian city. 

In conclusion, Mr. Beevor said that he was very 
optimistic about the future of Dominion. And within 
four years time, he predicted, “we will have reached an 
annual volume of half a billion dollars.” 

The third speaker, Mr. Feggans (who is the com- 
pany’s top advertising and public relations officer) told 
his audience that “we never pass up the oppertunity to 
say ‘Only at Dominion’.” That is, he explained, “Folks 
are more Friendly at Dominion.” And from Mr. 
Beevor’s sales figures, it would appear that there is 
something to this slogan. 7: 

Mr. Feggans pointed out that only 10 years ago 
Dominion was in fourth place as a retail food establish- 


An Investment in California Growth 


California Water Service Company has grown with Culli- 
fornia during the fabulous fifties. 


Utility plant has increased from $36,548,000 in 1950 to 
$76,486,000 in 1958. Customers served are up from 150,000 
in 1950 to 232,000 in 1958. The company presently serves a 
population of more than three quarters of a million people. 


As the 1950’s draw to a close, California Water Service 
Company is still growing with California. 


CALIFORNIA WATER SERVICE COMPANY 


374 West Santa Clara Street 


San Jose, California 
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ment. And it gained first place (“while the competitors 
weren't exactly standing still”) because of top-flight 
merchandising. = 

The only thing that assures the necessary rapid turn- 
over of merchandise is public acceptance, Mr. Feggans 
pointed out. Merchandising, therefore, consists of the 
science of having what the public wants, when they 
want it—well displayed for easy selection, at the peak 
of freshness and at prices they can afford to pay. 

At Dominion, Mr. Feggans explained, we try to sell 
a corporate image, not the store or stock on the shelves. 
Because we believe that if we sell Dominion as a re- 
liable friendly place to shop we’ll sell the canned goods, 
the meats, the frozen foods and all the other items 
advertised. 

As for yearly advertising, Dominion out-advertises 
all its competitors by a wide margin. The company 
places well over five million lines a year—that’s a mil- 
lion lines more than the nearest competitor. In addi- 
tion, supporting media is used. 

A wide and diversified corporate contributions pro- 
gram has been adopted by Dominion, with three of the 
largest hospital fund-raising campaigns headed by Do- 
minion people. For six years the company has main- 
tained a research fund in obstetrics and gynecology at 
the University of Toronto. Even $5,000 has been given 
for dental research, and—as Mr. Feggans concludes— 
“that is really sophisticated giving!” 
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Base Metals Industry 
Chairman: E. S. Miles, Burns Bros. & Co. Ltd. 


A marked change in the pattern of Canadian Mining 
production was forecast at this forum. 


Speaking at the Base Metals Forum, E. R. E. Carter, 
managing director, Patino of Canada Ltd., said that 
copper, gold, zinc and lead, which for many years 
formed the core of the industry, will decline in relative 
importance as nickel, iron ore and aluminum assume 
the leadership. 

Iron ore, with a five to six-fold increase in prospect 
during the next 20 years, will show the biggest gain, he 
forecast. 

“The output of aluminum plants may rise by four 
times,” he said, and “nickel production may triple; zinc 
production will double; copper and lead production will 
increase by two-thirds and one-half respectively; as- 
bestos output will more than double.” 


As to uranium, Mr. Carter said that although future 


military or commercial needs are difficult to define, 
science in the years to come would create a “substan- 
tial” demand. He added that gold will remain impor- 
tant but will decline in volume and value unless the 
price is increased; that magnesium and titanium have 
“bright possibilities”; that silver will expand by one- 
half, that platinum, tungsten, molybdenum, lithium, 
columbium and thorium will make a “significant con- 


JuLty 1959 


QUICK FACTS 


ABOUT 


Shawinigan 


Back in 1898 The Shawinigan Water and Power Company 
undertook the considerable task of harnessing the St. Mau- 
rice River to transmit electricity to the city of Montreal, 
86 miles away. Today Shawinigan and its affiliated com- 
panies service 31,000 square miles of the Province of 
Quebec, Canada, straddling the St. Lawrence River, from 
the Laurentians to the northerly boundaries of New York, 
Vermont, New Hampshire and Maine. 


Shawinigan’s gross plant investment of $437,017,945 in- 
cludes seven large hydro electric generating plants on the 
St. Maurice with a total installed capacity of 1,510,600 
kilowatts. 


Total kilowatt hours sold in 1958 were up 6.4%, with 
sales to residential, farm, and commercial customers in- 
creasing by about 10%. 


Total operating revenue was $70,909,087 in 1958, 5.4% 
over 1957. It came mainly from sales of electricity, 
$69,866,481, up 5.8% over 1957. 


Operating profit, after depreciation and income taxes, 
showed an increase of 8%. 


Net earnings in 1958 were $13,812,825 compared with 
$13,062,470 in 1957. 


A copy of the 1958 Annual Report, either in English or 
French, can be obtained by writing to the company at its 
head office, P.O. Box 6072, Montreal. 


CHEMICALS + ENGINEERING 


LEE R=2 
ELECTRIC 
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associated and subsidiary companies 


tribution”; and finally that there will be a higher output 
of non-metallic minerals, especially potash. 


By 1980, Mr. Carter concluded, the value of the in- 
dustry’s production will increase three times, to $5 bil- 
lion, while the value of mineral exports will quadruple, 
to $4 billion. 

“Such expansion, while not so rapid as in the past 
decade, will outpace that of the Canadian economy as 
a whole and by 1980 result in a contribution to gross 
national product of 5% compared to 4% today, direct 
employment of over 200,000—an increase of 75%— 
and investment expenditures of $1 billion annually, 
roughly four times as much as was spent in 1950.” 


Turning to the subject of base metal prices, J. R. 
Bradfield, president of Noranda Mines Ltd., stressed 
that price stability is essential to the health of the in- 
dustry. 

“To achieve this,” he declared, “there must be ade- 
quate capacity and stocks to meet upsurges in demand, 
and producers must be prepared to curtail production 
when surpluses threaten. There is good reason for 
optimism on this score. Certainly there is no immediate 
problem with respect to adequate supplies. At the same 
time, voluntary curtailment of copper output in 1957- 
58, and recently in lead and zinc, point to a new era of 
flexibility in production. As a result, I feel we can look 
for relative price stability for base metals in the years 
ahead. 

“However, this cannot be achieved without coopera- 
tion from the U.S. Government in regard to any 
liquidation of stock-piled metals. Sales of the United 
Kingdom’s relatively small stockpile of copper amply 
demonstrated that it is impossible for governments to 
liquidate metals without disrupting the market. It is 
essential that releases be made only to relieve shortages 
when prices are abnormally high, and then under a 
pre-arranged industry plan.” 
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Asbestos Corporation Ltd. 


Chairman: A. Scott Fraser 
Jarislowsky Brown & Co. Ltd. 


Following a motion picture film on the asbestos 
mining industry, Alfred L. Penhale, president of As- 
bestos Corporation Ltd. made the following general 
observations: 

In terms of demand it is perhaps not realistic to 
speak of an asbestos market. In fact, from the user’s 
point-of-view asbestos is not just one product, but sev- 
eral. It can be differentiated in a number of ways: 


(a) By chemical composition, for example, 
there are, as has already been indicated several 
different types of asbestos such as chrysotile, amo- 
site and crocidolite, which in certain uses are not 
interchangeable and thus non-competing. Chryso- 
tile is by far the most important and is the kind 
we have here in Canada—fortunately for us. 

(b) In all varieties of asbestos length of fibre 
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is important, minimum lengths of fibre are neces- 
sary for various processes—for example asbestos 
textiles require long staple, floor tiles — short, 
Thus, normally long and short fibres do not com- 
pete although there is natural tendency on the part 
of consumers to make the shorter and cheaper 
grades do the work of the longer and more ex- 
pensive ones wherever possible. 

(c) Even with asbestos of the same general 
type, grade and price, consumers may find real or 
fancied physical difference which affect the be- 
havior of fibres from different mines, differences 
which to them make the fibres uncompetitive. 

Another general observation about the market for 
asbestos should perhaps also be made and that is that 
although there are several hundreds of firms which pur- 
chase raw asbestos, the demand tends—in any country 
—to be concentrated for the most part in the hands of 
a few larger users. 

I think you will have gathered from the film that from 
the point of view of industrial usage demand is deter- 


“mined to a large extent by the construction and auto- 


motive industries and by those industries manufacturing 
products where insulating or friction materials are used. 

Geographically, and also historically speaking, the 
major market for Canadian asbestos fibre is centered in 
the United States which normally takes 65 to 70% by 
volume of Canada’s export. Western Europe, including 
the United Kingdom, accounts for some 15 - 20%, and 
the balance is distributed more or less equally between 
Latin America, Australasia, the Middle East and the 
Far East. = 

So far as world supply is concerned, approximately 
65% has traditionally come from Canadian mines. Of 
the remainder, a significant proportion is of types other 
than chrysotile asbestos, and is thus only partially com- 
petitive with Canadian production. 

In the period 1946-1957 world demand for asbestos 
almost doubled. In the years just after the war there 
was an acute shortage of most grades of asbestos and 
the industry found it impossible to cope with the de- 
mand. Plants were expanded to increase production 
and new mines were opened up. About 125 million 
dollars has been spent for this purpose and by 1957 
supply and demand were virtually in balance. 

One might think from the foregoing that the Cana- 
dian asbestos producers have it pretty well their own 
way. Since 1957, however, in common with most 
Canadian primary industrv dependent on export mar- 
kets, we have had some difficulties. 

First, there was the American business recession 
which overtook us towards the end of that year. 
Secondlv, Russia has in the past few years made con- 
certed inroads into the Western European markets. 
Thirdly, with falling demand there is of course over- 
capacitv and hence keen comnetition within the industry 
itself. While one can cope with the latter, it is difficult 
to combat the sort of competition one gets from the 
USSR, whose prices are normally 10% under Cana- 
dian. Any attempt to meet such prices would in our 
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Commencing with its first test launch on 


February 6, the Air Force TITAN 


has made four consecutive successful flights. 
A development program of Martin-Denver, 
this country’s most advanced ICBM is closely 
following a test schedule laid down in 
1957. Today, Martin capabilities cover 
Tl M E A N D T i TA N virtually the whole range of 
research, development and production 
activities in missiles, space 

vehicles, electronics, ground support 
equipment, nuclear systems, 

aircraft, and related 


military requirements. 


Martin- Denver 
is one of the 
eight divisions 


of The Martin Company 
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BALTIMORE: DENVER: ORLANDO 


Greater Philadelphia's DIVERSIFICATION 


insures industry its economic stability 


Business fares better in a diversified economy. 
In Greater Philadelphia, where 400 of the nation’s 
460 basic industries are represented, business is 
in a particularly strong position to deal with new 
economic developments. Among the many other 
advantages in this area which help create indus- 


trial stability are: huge markets that can be 


reached overnight, easy accessibility to raw 
materials, a vast transportation network, and 
superior research facilities. Add to these factors 
abundant, low-priced electric power for every 
need, and you realize why men of vision 
cannot afford to overlook Greater Philadelphia 


as an outstanding site for their new plant. 


PHILADELPHIA ELECTRIC COMPANY 


A business-managed, tax-paying utility company owned by more than 100,000 stockholders . . . Serving the world’s greatest industrial area, Delaware Valley 
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opinion only result in further price cutting. In addition 
to being cheaper, Russian fibre is usually paid for in 
local currency and a good deal enters the countries in 
question under barter or trade agreements negotiated 
by the governments of such countries. The consumer is 
then subjected to pressure from his own government to 
use the Russian fibre regardless of any preference that 
he may have. 


According to recently published figures, there was a 
54% increase in the volume of Russian exports in the 
period 1955—1957, i.e. from 67,000 tons to 103,000 
tons. It is interesting to note that the average price 
paid for Russian asbestos in the Western European 
countries is only half that paid by countries behind the 
Iron Curtain which is surely indicative of their determi- 
nation to sell in the West regardless of cost. I may add 
that this Russian policy of discrimination has enabled 
us to sell to satellite countries but unfortunately not to 
the same degree. 


In this broad view of the markets for asbestos, I have 
been speaking of the whole industry and although our 
company is part of that industry and thus faces the 
same marketing problems, we are perhaps more sensi- 
tive to some factors than other companies. Being a 
non-integrated producer, we are, perhaps, more depen- 
dent on overseas export markets than our American 
based, integrated competitors, and thus we are more 
affected by local economic conditions in the many areas 
in which we sell. — 


Organization 


I have been asked how our company is organized to 
fit into this picture of an industry which for the most 
part is composed of producing mining companies which 
are captive subsidiaries of large foreign based manu- 
facturing companies. We have a relatively simple line 
and staff organization. There are three divisions re- 
porting to a general manager, the operations division 
under which are grouped 6 departments: production, 
personnel and methods & training, quality control, ac- 
counting, purchasing and exploration, reporting to an 
assistant general manager. Secondly, a sales & traffic 
division, with separate departments, and finally a cor- 
porate & financial division. Staff Departments are main- 
ly small specialized technical groups including mining, 
milling, mechanical, electrical, and safety engineers and 
their staffs. 

The Sales Division is composed of a General Sales 
Manager and an Assistant General Sales Manager, with 
regional sales managers for the main English speaking 
sales areas, supported in the case of the United States 
and Canada by commission agents. In the rest of the 
world we have found that local agents in countries con- 
cerned are the most effective sales force, where language 
and knowledge of local conditions are important. In 
consequence we have sales agents or distributors in 
such centers as Paris, Hamburg, Milan, Tokyo, Syd- 
ney, etc. 

As has been pointed out earlier, the greatest propor- 
tion of the asbestos market in many countries tends to 
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be concentrated in the hands of a few large consumers, 
who normally contract for big tonnages on an annual 
basis. In such cases the ordinary salesmen-purchasing 
agent contact is often supplemented by negotiations at 
a higher level. 

I mentioned earlier, the place for independent pro- 
ducers in the Canadian asbestos industry. Although 
there may be advantages inherent in vertical integration, 
there are large non-integrated consumers of asbestos 
(particularly abroad) who have a natural reluctance to - 
be entirely dependent on their competitors, actual or 
potential, for the supply of their basic raw material. 
For such customers the strong independent producer 
occupies a preferred position. At the same time it must 
not be assumed that we do not sell elsewhere, for as has 
been indicated before, even an integrated producer may 
not be able to provide either the variety or the volume 
of the grades it requires in order to manufacture a full 
range of asbestos products and, therefore, will purchase 
from the independent. 

Where do the markets for the future lie? We believe 
that the use of asbestos fibre, particularly in the 
asbestos-cement field—the backbone of our industry— 
will continue to expand and that current over-produc- 
tion will be absorbed. Some markets may be lost 
through obsolescence of the manufactured asbestos 
products, but these too should be replaced by new de- 
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...the Dixie Line is 
on the move with 
modern, time-saving 
methods and 
up-to-date equipment 
to facilitate freight 
shipments... 
assure safe 
handling and 
fast, reliable 
scheduling. 
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Have YOU 


looked into 
Holland 
installment 


paper? 


There are many sound and attractive 


reasons why more than 700 banks and 


financing companies are handling Holland 


installment loan paper on a non-recourse basis. 


Consider these important facts, for example... 


1. Holland is the world’s largest in- 
staller of home heating equipment— 
the only furnace company that retails 
its equipment on a nationwide basis. 


2. Holland controls the end use of its 
products because we maintain our 
own sales outlets. 


3.Holland guarantees heating com- 
fort and backs up that guarantee with 
performance. 


4.More than 5,000 Holland men, in 
more than 400 factory branches and 
sub-branches offer 24-hour-a-day serv- 
ice to more than 21,000,000 customers. 


A phone call to our local manager will give 


you full information about the availability of 


Holland paper for your bank. Call today! 


HOLLAND 


FURNACE COMPANY 


World’s Largest Installers of Home Heating Equipment 


Main Office and Plants at 
Holland, Michigan 


velopments in the use of fibre, as for example in the 
plastics industry. 

The increase of populations in existing market areas 
will undoubtedly result in an increase in the consump- 
tion of asbestos and industrialization of the Middle & 
Far Eastern Countries will offer enlarged markets for 
asbestos products in the future, particularly in the field 
of construction materials where asbestos cement offers 
appreciable advantages over competitive products. 

We are, however, part of the high wage North Amer- 
ican economy, and like other exporters these days, 
we are concerned with the cost of producing and mov- 
ing goods to world markets. The competitive position 
of asbestos, as a raw material, is primarily dependent 
on its relatively low cost. This in turn is determined to 
a great extent by the price of labor which normally 
comprises about 60% of production costs and by costs 
of transportation. We are already highly mechanized 
and the prospect of further increases in wages is a real 
danger. 
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Algoma Steel Corporation Ltd. 


Chairman: D.C. Hannaford 
Dawson, Hannaford Limited 


Attended by approximately 180 delegates, this forum 
was headed by David S. Holbrook, president of Algoma 
Steel Corporation Ltd., and J. B. Barber, vice president 
and treasurer. 

Perhaps the best way to summarize discussions and 
proceedings is to outline same as follows: 


Breakdown of sales revenue (reflecting recent addi- 
tion to ingot capacity) as follows: 75% steel products 
15% pig iron and 10% iron ore and other. 

Return on,.various steel products, before deprecia- 
tion, is very similar—somewhat higher on flat rolled. 
Average realized price on steel products $117 per ton 
f.o.b. Algoma. 

Iron ore—net trade basis with M. A. Hanna and 
Cleveland Cliffs. Algoma uses about 40% of its own 
ores and buys 60%. About $1.00 per ton to Algoma’s 
advantage in ore trades. Trade not affected by Seaway. 
Uses iron pellets supplied by INCO 200 miles away— 
otherwise uses very few. 

Pig iron sold to General Motors—potential decrease 
in markets for pig iron reflected in the 1956 expansion 
program which added ingot capacity. Aim is to have 
35% more finishing capacity than producing capacity 
so as to allow for market swings in products. 

Greater dependence on capital goods expenditures in 
Canada than other Canadian steel mills. Installation of 
wide flange mill will be the last in the capital goods 
sector. Now studying wide sheets for the consumer 
trade. 

Wide flange mill—cost $15 million, to be financed 
internally. 24 inch by 12 inch similar to Inland Steel 
Mill. U.S. Steel and Bethlehem Steel produce up to 
36 inch beams. Over 75% of all wide flange beams 
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Keyed cutaway of a Nevins 40-foot yaw! shows a few of the many places where Anaconda Marine Metals are used 
in building fine boats. Designed by Sparkman & Stephens, N. Y. Built by Nevins Yacht Yard, City Island, N. Y. 


How metals from Anaconda 


make smooth sailing for boatmen 


REFERENCE LIST 
FASTENINGS: 1 Keel and frame bolts, 2 screws for 
planking, fittings, and hardware—Everdur. 
FITTINGS: 3 turnbuckles, 4 cleats, 5 chocks, 
6 winches, 7 all spar fittings—Everdur. 
STRUCTURAL: 8 Hull strapping, 9 chain plates, 
10 mast step, 11 centerboard and 12 trunk, 
13 rudder strapping and fittings—Everdur. Power 
boat metal parts in slipstream or turbulence— 
naval brass, manganese bronze or 
phosphor bronze. 14 Rudder post—Tobin Bronze. 
HARDWARE: Hinges, handles, 15 lights, trim, 
16 binnacle housing—brass or Everdur. 
POWER: 17 Propeller shafting—Tobin Bronze. For 
high speed, heavy duty—Tempaloy. Fuel line, 
18 muffler, 19 exhaust tubing—copper. 
20 Fuel tank—tinned copper or tinned Everdur. 
MISCELLANEOUS: 21 Plumbing for head and galley— 
copper tube with brass or bronze fittings. 
22 Water tanks—tinned copper or tinned Everdur. 


...and all industry 


Rough water, salt spray, brisk winds— 
the very elements that make boating the 
popular and thrilling sport it is—are 
also a boat’s relentless enemies. To 
withstand the twists and strains of even 
normal running and to stave off corro- 
sion’s attack, metals of many special 
kinds are required: For instance, 
Everdur® for fittings and fastenings; 
Tobin Bronze® and Tempaloy® for 
propeller shafting. 

Because the yawl above contains vir- 
tually every important metal part found 
on any type of pleasure boat, it illus- 


trates the numerous ways these Ana- 
conda Metals make for sound construc- 
tion and safer boating. The develop- 
ment of marine metals for pleasure, 
naval, and commercial craft demon- 
strates just one facet of Anaconda’s 
broad research program in the non- 
ferrous metal field. 

If you would like to receive a free 
copy of our illustrated twenty-page 
booklet, “Know the Metals in Your 
Boat,” write to Department F, The 
Anaconda Company, 25 Broadway, 
New York 4, N. Y. 59174 


ANACONDA 


PRODUCERS OF: COPPER: ZINC: LEAD+ ALUMINUM + SILVER 
GOLD: PLATINUM + PALLADIUM » CADMIUM: SELENIUM + TELLURIUM 
URANIUM OXIDE » MANGANESE + ARSENIC + BISMUTH = INDIUM 


* Gulf has addressed this series to those who write and edit the news. 
It is reprinted here as part of Gulf’s public information program. 


GULF PRESS CONFERENCE 


1 


A service of Gulf Oil Corporation in the cause 
of creating—through the facts as we see them 
—a fuller understanding of the oil industry. 


That 272% in the 27% Oil Depletion Allowance 


Gulf Press Conference 1—is the first of a series. While 
these meetings on the printed page take the form of 
paid advertising, our intent is not to advocate a view- 
point. It is to add to your understanding of the oil 
industry and its problems. For, in the end, this under- 
standing best serves al/ of us. Our ground rules are 


Q. First, let’s define our terms. What is a 
depletion allowance? 

A. First of all, it’s not an “allowance.” 
Itis a tax deduction granted by Congress. 
It is applied only to exhaustible natural 
resources already produced. As such, it 
is an incentive to encourage further dis- 
covery of these resources. 

Q. Why is the oil industry singled out for 
such consideration? 

A. Oil is only one of over 100 extractive 
industries which qualify for this incen- 
tive—the mining of coal, clay, sulfur 
and gravel, to name a few. 


Q. Why was oil’s incentive set at 2714 % 
in the first place? 


A, Congress agreed the fair way to en- 
courage discovery was to base its incen- 
tive on the value of what was discovered. 
But before it set the 274% figure in 
1926, all of its study pointed to one fact. 
There seemed no practical way of put- 
ting a value on discovered oil deposits. 


Q. Do we assume, then, the final figure 
was pulled from the air? 

A. Quite the opposite. Congress did find 
that the value of oil in the ground was 
about one-third of the price somebody 
would pay for oil brought to the surface. 
So this one-third of oil’s income at the 
wellhead became Congress’ basis for the 
incentive it finally set up. 


Q. But that one-third figure still doesn’t 
match up with 2714 %. 

A. True. And, if today’s Congress were 
to refigure the problem, today’s facts 
would make the one-third figure itself 
higher. As for the 274%, it was a com- 
promise between the one-third figure and 
the inclination of a cautious Congress, 


Q. Is the oilman subject to any limita- 
tions in taking his 2714 %? 

A. Yes. Two of them are fairly obvious. 
The oilman can apply the incentive only 
to crude oil and raw gas production, not 
to any other phase of operations. And 
he must actually have production to 
qualify. Dry holes don’t count. 

Q. You said ‘“‘two of them.’’ Are there 
limitations beyond these? 

A. The third is the most important of 
all. It means that what we know as the 
2714 % incentive usually turns out to be 
less than 2744 %. In fact, it may end up 
being no incentive at all. : 

Q. If Congress set the incentiveat2714 %, 
how can that happen? 

A. Congress also provides that the oil- 
man may not deduct more than a 50% 
deduction on his net income if this is the 
lesser deduction. And before he gets his 
oil to the surface and realizes his incen- 
tive, he faces many costs. A well must 
be checked and worked over regularly, 
for example. These costs reduce his net 
income enough so that, even when it is 


multiplied by 50%, his deduction usually. 


comes out to less than 2714% of gross 
income. 

Q. You keep mentioning Congress. Why 
should it be involved at all? 

A. Congress’ stake is, of course, the 
nation’s stake. And that means having 
an adequate, continuing supply of oil to 
meet very basic needs. Our energy needs, 
our everyday product needs, our na- 
tional defense needs. 

Q. But even some Congressmen say the 
2714% incentive should be reduced or 
eliminated. Shouldn’t oil really be its own 
incentive? 


few: keep questions and answers frank and factual 
and leave the conclusions to you. 

One current problem is the 274% Oil Depletion 
Allowance. It is now under reappraisal by Congress. 
And much of its understanding hangs on a decep- 
tively simple-looking question: why 272%? ... 


A. When you look beyond the fact that 
oil is an exhaustible resource—and a vi- 
tally needed one—you quickly run into 
another reason for the 2714 % incentive. 
It’s the risk and cost of finding oil. 

Q. Any business man faces risks. What is 
so special about oil’s? 

A, When you start looking for oil, the 
odds are 9 to 1 against finding any oil, 
44 to | against breaking tven, 991 to 1 
against bringing in a truly profitable dis- 
covery. You pay just as much to drill the 
dry holes, too. And with our “easy oil” 
largely found, drilling gets deeper, riskier 
and costlier year after year. 

Q. But is it fair to eliminate these risks 
with the 2714 % incentive? 

A, The incentive does not eliminate risk. 
Bear in mind the limitations built into it. 
Remember, too, the incentive is merely a 
deduction on a portion of taxable in- 
come—not cash the government hands 
out. But the real answer is found in the 
figures. In the most recent year surveyed 
—1955—the industry was allowed a de- 
duction of about $1,800,000,000. In that 
same year, it spent about $5,100,000,000 
in cash alone in searching out and de- 
veloping America’s new oil. 

Q. How does the need for the incentive 
shape up in the future? 

A. That brings our need for oil back in 
the picture. We estimate that, between 
now and 1967, our supply of U.S. crude 
oil will increase by 20%. But in that 
time, our need for oil will increase by 
30%. And narrowing that gap means 
encouraging discovery. 


We welcome further questions and comment. 
Please address them to Gulf Oil Corp., 
Room 1300, Gulf Bldg., Pittsburgh 30, Pa. 
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used in Canada will fall within the new Algoma mill. 
At present these are imported—175,000 tons annually. 


May 1959 production rate—92% of new ingot rated 
capacity. Total 123,000 tons. June estimate 93%. 
Order book full throughout the summer. 


Earnings pattern uneven by quarter. Over the past 
five years the first quarter accounted for as little as 9% 
of annual earnings and the fourth quarter as much as 
39%. Reflects seasonal demand on durable goods. 

Algoma does not normally buy outside scrap. 

More varied product mix than U. S. mills of similar 
size. Cannot specialize as McLouth, Sharon and Gran- 
ite City have done. Freight absorption and foreign 
steel offerings more severe in Canada. On the other 
hand offsetting factors include lower labor and employ- 
ment costs (i.e. including fringe benefits) —80% of 
U.S. mills. Favorable exchange rate at present on im- 
port of raw materials from the U. S. 

St. Lawrence Seaway—extends foreign competition 
into Ontario—which could be very pressing. Algoma 
does very little export trade and sells two-thirds of its 
steel products in Ontario. European steel making equip- 
ment superior to North American except in sheet and 
plate. Employment costs in Europe $1.00 per hour 
and in Japan $0.50. Europeans not cheap makers of 
pig iron and won’t sell in Canada—inroads may be 
made in sheets and strip. 


Company not worried over talk of direct reduction 
process (elimination of blast furnaces and coke ovens) 
—operating costs higher. Long range. 

Algoma owns 49% plus CSL common stock and 9% 
of the preferred stock. 
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Home Oil Company Limited 
Chairman: F. R. Whittall, C. J. Hodgson & Co. 


The conference was attended by most of the top 
management group. These included R. A. Brown, Jr., 
president, Alex Clark, vice president, exploration, and 
Robert W. Campbell, general manager. 

The first speaker was Mr. Campbell, who discussed 
briefly the management setup. Mr. Campbell also gave 
details of the company’s oil reserves, assets and their 
interest in Trans-Canada Pipe Lines. 

The second speaker, Mr. Clark, discussed the com- 
pany’s exploration program. He accompanied his talk 
with some interesting slides of the geological structures 
in the company’s major fields in Alberta. He also had 
slides which graphically illustrated Home Oil’s success- 
ful exploration program over the last five years when 
the company’s cumulative findings costs up to the end 
of 1958 were estimated at 17c a barrel. Mr. Clark 
pointed out that Home Oil usually works with partners 
for the very obvious reason that on a relatively small 
budget they are able to spread their risk more widely. 
This is adequately illustrated in the aforementioned 
figures. 

The main speaker, Mr. Brown, discussed Home Oil’s 


- Jury 1959 


financial policy, marketing of oil and gas reserves, and 
the outlook for the future. He briefly discussed Home’s 
investment in Trans-Canada Pipe Lines and the reasons 
for making this investment. He also discussed the com- 
pany’s large bank credit, and in answer to a question, 
stated that the reserves in Swan Hills and the investment 
in Trans-Canada Pipe Lines exceeded the bank loans 
many times. He was optimistic that further financing 
could be done with a minimum dilution to the share- 
holders’ equity. 

The main theme of Mr. Brown’s speech was the 
necessity of producing and marketing Canadian oil. He 
stated that Canada is producing less than half of its 
current producability, and at the same time is importing 
almost half of her crude oil needs. Mr. Brown sug- 
gested that the only logical answer to this dilemma was 
to build a pipeline from Alberta to Montreal. He stated 
that due to the economies made possible by a big-inch 
pipeline, Alberta crude could be put into the Montreal 
refining area at a pipeline tariff of 50c a barrel com- 
pared to a tariff of 72c a barrel to Toronto being 
charged by Interprovincial Pipe Lines. Mr. Brown, in 
quoting these figures, listed as his authority the firms 
of Walter J. Levy, Inc., and Dutton Williams Brothers. 


Mr. Brown then went on to debunk the contention of 
the integrated companies that it would be uneconomic 
to bring Alberta crude to Montreal, and he further 
debunked the contention that the Montreal consumer 
would suffer. He praised the U.S. Government for 
introducing mandatory controls to protect the interest 
of American domestic oil producers, and suggested that 
there is little difference between our Canadian market- 
ing problem and that which confronts the U.S. Gov- 
ernment. 


Mr. Brown summarized his talk with the following 
remarks: 


I would like, therefore, to sum up by stating that we 
regard the construction of a pipeline to Montreal as the 
inevitable and only solution to our present marketing 
problem. Only in this way can we preserve the incen- 
tive so necessary to encourage exploration and the de- 
velopment of new oil and gas reserves. If Canada wants 
to build a domestic oil and gas industry, then Canadian 
crude must have a preference in all markets in which it 
is competitive. We must put a stop to the flow of our 
oil dollars to the development of dictatorships and re- 
direct them to the development of Canada. 


And, now, let’s get back to our reason for being here 
today: Home Oil Company and its future outlook. 
Naturally, we are most enthusiastic about Swan Hills 
and we all share Mr. Clark’s belief in its great future. 
As it is developed it will substantially increase our pro- 
duction and consequently our cash flow. This will be 
particularly true if we are permitted to penetrate both 
Canadian and U.S. markets. 

However, we have no marketing problem in connec- 
tion with our Carstairs gas field. Quite to the contrary. 
As soon as we can complete the processing plant, this 
field will supply 66 million cubic feet of gas per day 
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peak capacity to Trans-Canada Pipe Lines. This will 
mean a cash flow of $6.6 million to Home Oil in the 
next five years from its share of Carstairs production. 

Home’s net interest in Carstairs, which has proven 
gas reserves of 540 billion cubic feet, is approxi- 
mately 40%. 

The Company also has an 11% interest in the Nevis 
gas field which will soon be on production. Over the 
next five years, our income from Nevis will approxi- 
mate $1,000,000. Naturally, we anticipate further gas 
discoveries in the future. We are now drilling to evalu- 
ate our oil and gas discovery at Enchant. Our Cremona 
Pipeline has been a most successful operation. With 
the increase in capacity of the Calgary refinery, we 
expect a substantial increase in throughput for 1959 
and subsequent years. 

The Federated Pipeline system was designed to serve 
the entire Swan Hills area. This line will carry the oil 
from the greatest reserve discovered in Canada in recent 
years. It has a design capacity of 78,000 barrels a day, 
with additional horsepower, but before looping. 


Less tangible but of great potential importance are ~ 


our secondary recovery projects now under operation. 
I believe that Turner Valley is a particularly dramatic 


example of the reserve increase that can come about 
through secondary recovery projects. The Turner Val- 
ley field is an old one, having produced steadily for 23 
years, and Home’s remaining reserves in that field are 
approximately 2.5 million barrels. We anticipate that 
secondary recovery will provide us with an additional 
30 million barrels—more than a tenfold increase. 

All these developments, of course, are in addition to 
our exploration programs which will go on at the fullest 
possible rate. We are now preparing to drill in three 
new Alberta areas. We have recently acquired several 
large tracts on which to drill. As you will see from our 
“Fact Book,” our net acreage today is higher than ever 
before. Naturally, we shall continue our long estab- 
lished policy of evaluating acreage quickly. This en- 
ables us to concentrate our holdings in highly prospec- 
tive areas. 

All of the foregoing makes possible projections for 
Home Oil Company that show cash flow build-up dur- 
ing the next five-year period. It is our continuing hope 
and anticipation that we shall participate in substantial 
new oil and gas discoveries in the years to come, as we 
have in the past, and it is to this end that we dedicate 
our main efforts. 


Indicative of the size of the Province of Quebec (with an area of 600,000 sq. 
miles), this Province could accommodate all but two—California and Texas—of . 
the 17 U.S. states in which National Federation Analysts Societies are located. 


* 


* 


“Holding conventions like yours on soil foreign (Montreal) to the majority of 
its members is an idea that should be nurtured. Such méetings provide you with a 
splendid opportunity of learning and appreciating the other fellow in his own sur- 
roundings.”—Leo Roy, General Manazer, Quebec Hydro-Electric Commission 
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NOPCO CHEMICAL COMPANY 
60 Park Place, Newark, N.J. 


Harrison, N.J. * Richmond, Calif. « Cedartown, Ga. 
London, Canada aH 
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ELECTRIC 
BOND AND SHARE 
COMPANY 


New York, N. Y. 


Notice of Dividend 


~The Board of Directors has 
declared a quarterly dividend 


of thirty-five cents (35¢) a 
share on the Common Stock, 
payable June 29, 1959, to 
shareholders of record at the 
close of business on June 8, 


1959. 


B. M. BETSCH, 
Secretary and Treasurer 


May 28, 1959. 
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FINANCIAL ANALYSTS 
SOCIETIES 


Contents 


Articles and transcripts of speeches of particular interest to 
Security Analysts. 
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a year—every other month. The two remaining 1959 issues 
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COMMON DIVIDEND 
No. 105 


The Board of Directors to- 
day declared the following 
dividend: 

60 cents per share on the 
Common Stock, payable 
September 15, 1959 to 
stockholders of record at 
the close of business Aug- 
ust 14, 1959. 


The Goodyear Tire & Rubber C3 
By Arden E. Firestone, 
Secretary 


July 6, 1959 
THE GREATEST NAME IN RUBBER 


COMMON STOCK 
DIVIDEND 


The Board of Directors of Central 
and South West Corporation at its 
meeting held on July 8, 1959, 
declared a regular quarterly divi- 
dend of forty-five cents (45c) per 
share on the Corporation’s Com- 
mon Stock. This dividend is pay- 
able August 31, 1959, to stockhold- 
ers of record July 31, 1959. 


Leroy J. SCHEUERMAN 

Secretary 

CENTRAL AND SOUTH WEST 
CORPORATION 


Wilmington, Delaware 


GOULD- 


NATIONAL 


BATTERIES, INC. 


es 


Manufacturers of a complete line 
of automotive and industrial 
storage batteries. 


A REGULAR 
QUARTERLY DIVIDEND 


of 50c per share 

on Common Stock, 

was declared by the 
Board of Directors on 
June 8, 1959 payable 
September 15, 1959 to 
stockholders of record 
on September 3, 1959. 


A. H. DAGGETT 
PRESIDENT 
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R. J. Reynolds 
Tobacco Company 


Makers of 
Camel, Winston, Salem & Cavalier 
cigarettes 


Prince Albert, George Washington 
Carter Hall 
smoking tobacco 


QUARTERLY DIVIDEND 


A quarterly dividend of 55c 
per share has been declared 
on the Common Stock of the 
Company, payable September 
5, 1959 to stockholders of rec- 
ord at the close of business 
August 14, 1959. 


W. J. CONRAD, 


Secretary 
Winston-Salem, N. C. 
July 9, 1959 
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A barge receives crude oil from 


storage tanks on Sinclair's 
Eugene Island platform, 40 
miles off the Louisiana. Coast. 


The Case of the Disappearing Derricks 


Out in the Gulf of Mexico, some oil drilling der- 
ricks have disappeared. Offshore platforms look 
strangely bare. What’s going on? Is the search for 
oil stopping in this promising area? Hardly. Actu- 
ally, disappearing derricks mean that some of the 
promise is being realized; oil has begun flowing 
to market. 


When the derrick comes down on a Sinclair 
Oil & Gas Company platform, it marks the transi- 
tion from oil exploration to oil production. On 
three platforms which Sinclair operates for itself 
and three other companies, there now are a total 
of 10 oil wells in production and 4 gas wells shut in. 


In relation to Sinclair’s total crude oil output, 


SINCLAIR OIL CORPORATION + 600 


which reached a record high in 1958, present pro- 
duction from 10 offshore wells is the proverbial 
drop in a bucket. But the start of production on 
this new oil frontier indicates that offshore oil will 
one day contribute importantly to the company’s 
raw material supply and is another step forward 
in Sinclair’s production expansion program. 
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A Great Name in Oil 
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We 


THE 


Staples 


Bread and salt are staple foods, but paper is 
the staple of our whole cultural and economic 
life. Since the dark ages it has led mankind 
to a world of enlightenment. 

The paper industry, like other major pro- 
viders for man’s needs, faces an expanding 


-opportunity. The future can be read in the 


statistics of the vastly populated areas of the 


earth where education and commerce are 
rapidly raising the living standards. We at 
Bowaters are thinking about tomorrow today. 
The development of the Bowater Organiza- 
tion throughout the world is based on the 
present and future needs for paper. 

We strive to anticipate progress, not wait 


-for it. 


Bowaters = 


BOWATER CORPORATION | OF NORTH AMERICA LIMITED - 


Mills at: Corner Brook, Newfoundland; fivernoot Nova eee: Calhoun, Tennessee; Catawha, South Carolina 


A MEMBER OF THE BOWATER ORGANIZATION 


MONTREAL 


